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Introduction 


Whatever the outcome of the present conflict, the United 
States must prepare to assume a new and responsible role in a 
world that will not be the familiar, secure world we have 
known for the past hundred years. We are already preparing 
for that role. For we know that, either in cooperation with 
Britain and other countries or if the worst befalls alone, Amer- 
ica will have to take the lead in sustaining the democratic way 
of life. 

Of necessity we shall learn to think in new terms. If we 
can no longer take for granted the old comfortable pattern 
of the, nineteenth century, we can at least begin to visualize 
the outlines of a new American system. 

Already the first steps have been taken. Acting quickly and 
decisively, we shall continue to develop secure outposts of 
the democratic way of life in the Western Hemisphere. Our 
‘strength and our resolution will draw about us in voluntary co- 
operation those nations and those peoples determined to resist 
Nazi slavery. Our relations with Latin America and with Can- 
ada have begun to show how this voluntary cooperation works. 

We have determined to aid Great Britain to the utmost 
of our capacity, in order to strengthen our own strategic 
outposts, At the same time, we have rejected the gloomy 
counsel of those who have said that we could not stand 
without the support of the British system which has so long 
been taken for granted. And it is just here, where in bolstering 
Britain we gain time to build up our own military might, 
that the two extremes of American opinion are beginning 
to meet on common ground, agreeing on many of the steps 
that must be taken for the defense of America—a new, vigor- 
ous America conscious of her world responsibility. 
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How has the American past prepared us for this role? In 
assuming our new responsibility, what steps are we taking now’ 
and what others must we take at once? This Headline Book is 
an attempt to answer these and other questions made urgent 
at the moment of profound change in which we are living. It 
points to some of the historic principles which have guided us 
through the years, assesses our achievements and our failures 
as a nation, takes stock of our physical and mental equipment 
today, and outlines some of the new tasks which lie ahead. 
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1. Our State of Mind 


Ours was the first great modern nation to be founded on the 
principle of liberty and tolerance for all mankind. Now and 
then we forget how revolutionary is this great principle. Yet it 
is a golden thread running through all our history, and a con- 
stantly recurring theme in the writings of our famous men, 
from Washington, Jefferson and Lincoln to Theodore Roose- 
velt, Woodrow Wilson and Franklin Roosevelt. We have 
always been active partisans of liberty and the cause of free- 
dom in the world. When Napoleon was overrunning Europe, 
as Hitler is doing today, the early American statesmen were 
not indifferent to the outcome of the struggle. Even Jefferson, 
the great advocate of no “entangling alliances,” wrote in 1814 
that he could not be insensible to the fate of Europe and that 
the despotism of Napoleon “should be arrested, even if it 
should place our peace a little further distant.” 


If we sometimes forgot this first principle in the era of our 
national expansion, it was not because we had embraced any 
doctrine of despotism. It was rather that we were too pre- 
occupied with our own affairs to champion the cause of 
freedom abroad. Often, too, when we did move out into the 
world arena, we failed to foresee the consequences of our 
power. Down almost to the present we have exerted our force 
without knowing what mountains we moved or where we 
moved them. In the last world war we marched forth with a 
great surge of energy and enthusiasm to restore the freedom of 
the seas, and then retired again within our own borders, where 
we imagined we could live in blissful indifference to the fate 
of the rest of the world. 


4 

7 

— 
i 

ag 

Wee 


OUR CONTINENTAL AREA 

Quite naturally, the American “state of mind” and the historic 
principles of American statecraft have been shaped by our 
unrivaled geographical position. We cannot forget that we 
live over a vast continental area extending from a region with 
a subtropical climate to a region in which the winter tem- 
peratures are subarctic. The same range of geography in the 
Old World would extend from the rocky coasts of Scotland 
to the easternmost shores of the Black Sea, from the Arctic 
Ocean to the Mediterranean. In the New World, the limitless 
resources of a continent have been guarded by the two great 
oceans, which served as a protective shield against military 
invasion from Europe and Asia. Though the shield was 
challenged more than once—when the French, the British and 
the Spaniards sent invading forces to this continent—the nation’s 
founders were able to preserve its independence against the 
powerful states of Europe. And by building the national strat- 
egy on the advantages of this unique geographical position, 
they laid the firm foundations for our free society. 


BUT WE WERE NEVER ISOLATED 
Of course, our national strategy and our whole history have 
been influenced by our position on the continent of North 
America. But this does not mean that the ocean barriers have 
ever made us oblivious to what was happening in other parts 
of the world. Even our colonial ancestors had to have an 
international strategy, surrounded as they were on three 
sides by Frenchmen, Indians and Spaniards, In the earliest days 
of the young republic, men like Jefferson, Hamilton, Monroe 
and Madison were very much concerned about the “balance of 
power” in Europe. They were deeply disturbed by the possi- 
bility that Napoleon might place all Europe under his heel, 
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because they well knew that American independence would be 
jeopardized if Europe were reduced to a single empire. And 
the Monroe Doctrine, set forth in 1823, was not only a recog- 
nition that the fate of the United States was bound up with 
that of the Western Hemisphere, but also an answer to devel- 
opments in Europe, which were being closely watched. 

Too often, in recent years, we have made the mistake of 
distorting the statements of the Founding Fathers to support 
an isolationist position which had no counterpart in our early 
history. Actually, the writings of these men show that they 
laid the foundations for a Grand Strategy which took into 
account all the basic factors—political, military and economic, 
as well as geographic—which affect our position in the world. 


i 

DA 

» 

| | 

4 
— 

4 

7 Tz 

d 


As one modern historian has pointed out, “they understood 
the importance of integrating the national economy with the 
armed forces . . . and combined a keen realization of the 
weaknesses of an,infant nation with a remarkable understand- 
ing of the elements of strength which were inherent in our 


geographical position,” * 


MANY PEOPLES, ONE COUNTRY 

What we like to call our “American system” is based on many; 
beliefs which have their roots in the past. One of these is that 
every member of the community—regardless of his race, creed 
or color—is free to contribute in proportion to his ability. 
Men and women from every racial stock in the world’ have 
come to America and each race has contributed its genius to 
the achievement of the nation. We have only to look at a list 
of scientists or musicians or businessmen to see how diverse 
the racial contribution has been. 

Many of the immigrants to this country came to escape 
the authoritarian controls of Europe and Asia. The strain of 
resistance to authoritarianism is deep in American character. 
Too often of late, it has been ignored by those of our intellec- 
tuals who were dazzled by the dictatorial patterns of the Right 
or the Left which had come to the fore in Europe. Concentrat- 
ing on the apparent efficiency of the despotic systems, these 
thinkers turned their backs on the American way of life and 
its meaning in the world today. 

If we have been guilty of racial discrimination, it is not 
because we have adopted a philosophy of racial hatred or 
racial purity but because we have fallen below the high ideal ° 
that we set for ourselves. Nazi propaganda has made much of 


1Edward Meade Earle, in Against This Torrent, Princeton University 
Press, 1941. 
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lynchings in the South. Yet lynchings have come not out of 
any organized program of hate but in defiance of the best 
efforts of responsible elements in the South and elsewhere. And 
such lapses into barbarism have become increasingly infre- 
quent in America. Where they have occurred, they have been 
sporadic and for the most part unorganized. Recently, they 
have been countered by a great wave of sympathy for the 
plight of the oppressed peoples in Europe. 


THE “GENERAL WELFARE” AND COOPERATION 

Along with liberty and tolerance and opportunity, our system 
has given special meaning to the principle of community 
responsibility. We have encouraged individual initiative, and 
men have been free to pioneer in new fields without inter- 
ference. But we have always been concerned with the “general 
welfare,” the earliest expression of which was common 
defense. This phrase, used by the framers of the Constitution, 
has played a vital part in the development of constitutional 
government in the United States. 

Cooperation has also had a part in the American tradition. 
In early colonial times, and later on the western frontier, men 
and women worked together in closely knit communities, 
sharing the work and sharing their tools. The barn raising 
and the corn husking were the general rule. The church was 
a center of common effort. And as towns and cities grew, 
public-spirited citizens not infrequently donated or bequeathed 
large sums for hospitals, schools and colleges to serve the com- 
mon weal. 


THE GROWTH OF ORGANIZED COOPERATIVES 
In rural areas and in smaller towns cooperation is still the 
rule, coming down from that earlier day. Within recent 
14 


years large-scale cooperatives have come into flourishing 
existence, founded in part on our national experience and in 
part on the example of Europe. 

Today cooperatives, both producer and consumer, are grow- 
ing at an amazing pace, continuing and fortifying an ancient 
tradition. In 1936 the membership of the consumer coopera- 
tives in the Cooperative League of the U. S. A. was 704,000. 
In 1940 it was more than a million. And the turnover of the 
2,000 societies was $200,000,000. This is still largely the buying 
and selling of agricultural consumer cooperatives. They begin 
by supplying to their members farm essentials such as feed, 
fertilizer, tools, machinery and petroleum products. Already 
among these societies are some large and efficient manufactur- 
ing plants for the production of farm commodities as well as 
flour mills, paint factories, and oil refineries. If producer 
cooperatives are included, the total turnover is almost $600,- 
000,000, involving the enterprise and effort of some 2,000,000 
members. 


THE SHADOW OF THE PAST 

The American system has meant all of these things—liberty, 
tolerance, opportunity and the general welfare—and many 
other things as well. Above all it has meant the promise of the 
future. The promise of America sent the early settlers across 
the Alleghenies, into the great plains and on to the virgin 
country of the great Northwest. And the promise of America 
drew men and women from every corner of Europe to the 
New World. 

But the past has also left some shadows. The extravagant 
waste of natural resources, the plundering of the public domain 
in the days of our westward expansion, the rise of selfish 
pressure groups who thought little of the common welfare. 
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Then came the turmoil of the First World War, and the after-. 
math of disillusionment. 

The events that came with World War I and in its wake 
have been reviewed so often that they are now familiar to all. 
America’s change in status from a debtor to a creditor nation. 
The raising of absurdly high tariff barriers, which prevented 
debtor nations from paying in anything but gold. The sharp) 
restriction on immigration, which hit European countries with. 
growing populations and poor resources. The fantastic effort to 
maintain world trade through the flotation of foreign loans, 
which in the nature of things could never be paid back. It was 
an. experiment in unreality; a deliberate refusal to face plain. 
hard facts. 

In more ways than one it was a fool’s paradise. We had a 
naive conviction that we were untouched by events beyond 
our own borders. It was not worth while to cultivate the good 
will of our neighbors. During the First World War we had 
protested our unselfishness and idealism, but they were for- 
gotten when the crisis ended in November 1918. We were 
eager to relapse into the comfortable pattern of the past. 


TO LIVE ALONE AND LIKE IT 
It was in the decade of the ’twenties that the illusion was 
fostered of an America isolated from the world. We could 
“Jive alone and like it.” Actually we were coddled into what 
had become almost a psychosis of security. Partly it was a. 
deliberate refusal to face the changes that were occurring all 
over the world. 

We acted as though Americans were inherently superior, 
others inherently inferior. With this went what amounted to’ 
a studied irresponsibility. It was the era of the tourist mind. 
Many of us-traveled about the world, amused by the irrele- 
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vant and too often indifferent to the signals of approaching 
catastrophe both at home and abroad. 


WORLD DEPRESSION 

The beginning of the end, in the fall of 1929, found both our 
government and our people unprepared. Most of our leaders 
clung to the wreckage, insisting that Humpty-Dumpty could 
be put together again. As for the mass of the people, they 
showed the most extraordinary patience. They had not lost 
their fundamental belief in America. Waiting for some sign 
of recovery, they endured great privation as production and 
prices plummeted downward to appalling new lows. Perhaps 
no other nation has ever gone through so severe an economic 
crisis without violent dislocation. It was a tribute to the under- 
lying common sense of the American people. 


IN TRANSITION 

If the downward plunge was swift, the adjustment has been al- 
most as rapid. It grew out of a new recognition of the general 
responsibility. And the old phrase, “the general welfare,” so 
significant in the development of constitutional government in 
the United States, was charged with fresh meaning. Our 
changed course aimed at the American goal of one for all and 
all for one; a society based, like that of an earlier day, on a 
profound underlying mutuality. 

No one would suggest that a final solution for all our 
problems has been achieved, Problems of the utmost gravity 
remain unsolved. But the important thing is that out of this 
transition have come techniques which show how we can 
stabilize our society and yet preserve the most precious ele- 
ments out of the American past. We have begun to use those 
techniques, however haltingly and cautiously thus far, as will 
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be shown in a later section. Perhaps even more important, 
we are beginning to understand the need for using them and 
the meaning of this period of transition. 


THE PUBLIC DEBT 

Take the public debt, for instance. Fear of increasing it has 
amounted almost to a phobia. Yet we have begun to recognize 
now that public debt, so long as it is kept within control, is 
not inherently evil in itself. Goods and services can come out 
of authorization by Congress as well as out of the ledgers and 
factories of private corporations. And a distinction must always 
be made between self-liquidating government investments, and 
expenditures which, though productive for the community as 
a whole, bring no financial return. 

Under the impact of the huge defense program, it some- 
times seems that we have gone to the opposite extreme from 
our previous fear, and are piling debt on debt without thought 
of the consequences. And it is true that a large part of this 
new debt can only be liquidated through taxation now and 
in years to come. Nevertheless, the expanding business and 
employment created by that very debt make such taxation 
feasible, at least for the present. 


FROM PRIVATE TO PUBLIC FINANCE 
One of the most remarkable instruments of the transition 
period has been the Reconstruction Finance Corporation. 
Created originally under President Hoover merely to provide 
a cushion for collapsing finance and industry, the function of 
the RFC has become not a negative but a positive one. It has 
tended to fill the gap left by private finance in both the 
domestic and the foreign fields. Some students have estimated 
that the RFC today is concerned directly or indirectly with 


two-thirds of all domestic finance. In the foreign field this 
government corporation has almost entirely superseded private 
banking interests. The chart on page 21 gives some idea of 
what has happened. 

Particularly in the foreign field the broad objective of the 
RFC is apparent. Cooperating with the State Department and 
the Treasury, the RFC through its subsidiary, the Export- 
Import Bank, has made many productive loans to Latin 
American countries. Brazil, for example, has been advanced 
$20,000,000 for construction of a steel plant. A loan of $12,000,- 
ooo to Chile is being used in part to develop great hydroelectric 
plants which will strengthen the internal economy of the 
country, These loans, in contrast to our often haphazard 
earlier loans to Latin America, are well-secured. 


RAISING LIVING STANDARDS 

We have become acutely conscious of Hemispheric solidarity 
and we are beginning to realize that it cannot be founded upon 
a high living standard north of the Rio Grande and a low 
standard south of it. Experts in the field have suggested that 
if we are to hold the good will of the people of Latin America, 
we should encourage the development of public works— 
housing, sanitation, irrigation and power projects—such as the 
Federal government has underwritten in this country. But we 
should be careful not to impose our ideas of what is good for 
them on the Latin Americans. Perhaps before long public 
opinion in the southern republics will realize the value of these 
projects and demand their extension on a larger scale. 

Various ingenious means have been devised in this country 
for the distribution of so-called surplus foods through exist- 
ing merchandising facilities. These have caught hold of 
the popular imagination. They have been dramatized by 
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such astute public figures as Mayor LaGuardia, who put on 
a grocer’s apron and sold oranges and grapefruit when the 
surplus food stamp plan was first inaugurated in New York 
City. Now it has been suggested that some such plan 
might be worked out for the exchange of the “surplus” 
products of North and South America, to the benefit of all the 
people in the two areas. When millions of persons live on sub- 
standard diets, the dumping of Brazilian coffee is obviously as 
much of a crime as the burning of U. S. wheat. 


DEVELOPING HUMAN RESOURCES 

Similarly we have come to recognize the need of conserving 
the skills and talents of those persons who, in an economy of 
scarcity, could find no place in our system. We have seen 
evidence on every hand of the remarkable work done by the 
Works Projects Administration, the National Youth Admin- 
istration, the Civilian Conservation Corps, and other agencies 
of lesser scope. If sometimes they squandered time on 
boondoggling and leaf raking, it was largely because we had 
not yet clearly defined their function. When the defense pro- 
gram began to make greater and greater demands upon our 
industry, the value of skills salvaged and new capacities created 
by these agencies was belatedly recognized. 


HOW MUCH REAL PROGRESS ? 
Too often, perhaps, we have measured the achievements of 
this transition period in terms of what might have been done 
if the full potentiality of the American productive system had 
been immediately realized. This is a curious characteristic 
of our time that deserves particular notice now. It can be 
traced back to the closing decades of the nineteenth century, 
when men the world over envisioned human progress at 
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a rate vastly accelerated over anything that mankind had 
ever seen before. That optimism came from two sources, 
among others: first, the startling scientific advances of the 
period, and second, the extraordinary phenomenon of the last 
century, when the population of the earth was more than 
doubled within the span of a hundred years. Particularly 
here in America we have basked in the afterglow of that 
optimism. Science and its application by American inventive 
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genius opened vistas to a new world. It seemed to promise 
a planet extraordinarily free of the ills that have beset man- 
kind for five thousand years. 

Ignoring the human equation, we have been inclined to 
measure our progress against this potential perfection. Some- 
times we have become discouraged by the gap between 
scientific advance and social backwardness. Looking at the 
plight of our tenant farmers and “Okies,” we have ignored far- 
reaching public efforts to better the lot of low-income farmers 
everywhere. In many respects this attitude has been productive 
of good, for it has kept us pushing forward, free of any com- 
placent self-satisfactions. On the other hand, it has produced 
an intellectual defeatism. Many of our thinkers have been con- 
cerned with authoritarian absolutes like Nazism,and Commun- 
ism that rule out both the strengths and the frailties of human 
beings. While the vast majority of Americans met the depres- 
sion with fortitude, many intellectuals were inclined to write 
America off. Too easily they confessed defeat. 

Now, perhaps, in this moment of trial, it is time for a 
new stock taking. Comparison of living standards is dubious, 
but certainly we can say that in a world torn by war ours 
remains the highest standard. And this can be said even though 
we are aware that the demands of defense may make serious 
inroads into our living standard. 


WE ACCEPT THE CHALLENGE OF DESPOTISM 
We are prepared to make sacrifices for defense, knowing 
that our future freedom can only be guaranteed by a strong 
and resolute America; knowing that we have begun to under- 
stand the methods for attaining a fuller and a better life than 
has ever been known, by utilizing the great scientific advances 
of the past 4o years. We are also prepared to make sacrifices 
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so that our neighbors in Latin America may continue to be 
supplied with essential goods without being forced to make 
damaging concessions to the Axis powers. 

Speaking to a college graduating class in June 1941, 
Assistant Secretary of State Adolf Berle described the two 
opposing camps into which the world is divided. In the one 
a “revolution of cruelty” is running its terrible course. In the 
other camp, Mr. Berle said, 

“, ... there has slowly emerged a great group of nations 
and a still greater number of individuals dedicated to the 
kindly revolution—the swift and steady development of a 
society in which nothing human is alien; in which the new 
resources are steadily and increasingly placed at the equal 
service of all; but which finds its unity in the moral rela- 
tionship between man and his neighbor, between nation and 
nation, and between men and the universe in which they are 
created.” 


REAFFIRM OUR IDEALS 

To be cherished perhaps even more than the material 
standard we have achieved is the ideal that has been at the 
root of our relationship with one another and with other 
nations. We have sought to promote cooperation among 
individuals and among nations. We have been interested in 
differences of national cultures that have made for mutual 
enrichment. There is no desire among Americans to stamp 
out those differences, reducing the peoples of the earth to 
a monotonous level of enslavement. Our ideal is exactly the 
opposite of that of the Nazis, who would create a prison in 
which the jailers alone would have any freedom of choice or 
right of individuality. 
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AND GIRD OURSELVES FOR THE STRUGGLE 

In this moment in which we prepare to meet the challenge 
of despotism we have a right to be proud. We can be proud 
of the huge expansion of industry that has taken place under 
the spur of necessity with an Aladdin-like swiftness. Although 
we know it is not yet enough, and jealously and properly 
we guard the right to criticize, it is an achievement in which 
we can take pride. It is scarcely too much to say that we 
have done in a year what England took four to five years 
to do. 

To be sure, there are doubts that assail us. For so long the 
emphasis was on aid to Britain that the necessity of our 
positive role was lost sight of. Some of our people shut their 
eyes to the implications of the threat to the British sys- 
tem. They cherished the illusion that America could remain 
untouched by such a catastrophe as the downfall of Britain, 
forgetting that Nature abhors a political as well as a physical 
vacuum. But it has now become obvious to almost everyone 
that America cannot stand aside in fancied security. 

No one can doubt the response that will come from 
Americans. While we may grumble a little at being jarred 
out of our complacent position, the world will learn what 
our resolution means now that we are fully awakened. 
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ll. Our Physical Plant 


America has the physical capacity and the equipment to play 
a decisive role in the world today. No other nation com- 
bines the vast natural resources, the industrial capacity and 
the technical skills of the United States. We are bountifully 
supplied with raw materials, and we have led the entire 
world in applying the techniques of mass production. We 
need only the determination and the resourcefulness to utilize 
these unique advantages. 


ITS MATERIAL RESOURCES 


The charts on the following pages give some conception 
of the towering strength of America’s physical plant. Look 
first at the list of raw materials. The United States is 
abundantly supplied with the three major essentials for 
modern industry and warfare—coal, iron ore and petroleum. 
We are not only self-sufficient, but we actually rank first 
among the nations of the world in all three of these essen- 
tials. We have no problem of food supply, and we are 
richly supplied with strategic minerals such as copper, lead, 
zinc, sulphur, molybdenum and natural phosphates, as well 
as chemicals. In all of these materials, with the exception of 
chemicals, American production alone far exceeds the com- 
bined production of the three Axis powers. 

In many ways the United States is considerably stronger 
than it was during the First World War. Applied science 
has given us new fibers such as nylon and vinyon, syn- 
thetic camphor and rubber, resins and plastics. It has reduced 
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our dependence on natural nitrates and imported pharma- 
ceutical products. We have developed new metallurgical 
processes by which we can utilize low-grade ores or sub- 
stitute one metal for another. This progress is graphically 
shown in the latest list of strategical materials issued by the 
Army and Navy Munitions Board, setting forth those mate- 
rials for which the United States is dependent in whole 
or in part on outside supplies. The latest list, published in 
1940, contained only 14 strategic materials, as compared with 
42 in the first list, published in 1921. A survey of mineral 
resources, published in 1938, placed the United States far 
ahead of any other nation or empire in mineral wealth, with 
29 per cent of the world total as compared with 21.6 per 
cent for the British Commonwealth, 9.2 per cent for Soviet 
Russia, 8.8 for Germany, and 2.9 for Japan. However, it is 
important to note that we are still dependent upon foreign 
supplies for certain vital necessities such as rubber, tin, 
tungsten, manganese, antimony, chromium, mica, nickel, 
quartz crystal, quinine, coconut shell char, manila fiber, 
silk and mercury. 


ITS INDUSTRIAL CAPACITY 
Even more striking than our wealth of raw materials is the 
mighty strength of America’s industrial machine. When the 
Nazi armies conquered France in the summer of 1940, many 
Americans asked anxiously what would happen if Hitler’s 
legions should overrun all Europe and invade the British 
Isles. We are disturbed, and rightly so, by the prospect of 
a single nation dominating the entire Continent and placing 
its resources and industrial plant under totalitarian control. 
For if Hitler should capture permanent possession of all the 
munitions factories, airplane plants and shipyards of the 
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Continent, he would have a tremendous industrial engine at 
his command. But powerful as this machine would be, it 
could not outstrip the United States in the long run, pro- 
vided we were able to utilize our facilities as efficiently for the 
production of armaments as the Nazis utilized theirs. 

No one is more aware of the industrial might of America 
than the Nazis themselves. They boast loudly of the con- 
centrated economic power of Europe, and talk in glowing 
terms of what they will do under their “New Order.” But 
they fear the economic strength of the United States, and 
they don’t underestimate our power. This is often reflected 
in German economic publications. A few years before the 
war, a well-known German institute for economic research 
published a study which estimated that the industrial capacity 
of the United States at that time was greater than the com- 
bined capacity of the four totalitarian powers, including 
Soviet Russia.1 The chart on page 35 is based on this 
study. It credits the United States with 44 per cent of the 
world’s industrial capacity, as compared with 29 per cent for 
the four totalitarian states together, 10 per cent for Great 
Britain, and 7 per cent for France. 


THE BALANCE OF ECONOMIC POWER 
Of course, we shouldn’t give too much weight to com- 
parisons of this kind, as the over-all figures are largely guess- 
work. Nevertheless, the figures which are available show 
pretty clearly where the balance of economic power lies. 
Europe as a whole exceeds the United States in population— 
340 million to 132 million—and has more arable land. The Con- 


1Institut fiir Konjunkturforschung, Industrielle Mobilmachung, Ham- 
burg, 1936. 
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tinent of Europe also has a lead over us in food and fiber pro- 
duction, and in iron and coal. But the United States outstrips 
Continental Europe in the production of energy, industrial 


raw materials and manufactured goods. Some economists have 
estimated that we generate half of the world’s total horsepower } | 
and about 35 per cent of the electric power produced. We | 
excel Europe and the entire world in the production of motor i 


and electrical equipment. Our mass production methods are 
transforming America, in fact as well as in phrase, into the 
“arsenal of democracy.” As an integrated, operating economy 
the United States is far ahead of Nazi-controlled Europe. 
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MAKING THE PLANT WORK 

This doesn’t mean we can afford to be complacent. It doesn’t 
mean that we can sit back comfortably and expect miracles 
in the production of war materials. We have long since learned 
that the defense program can’t be carried out simply by fol- 
lowing the rules of “business as usual.” Very early in the 
defense effort we discovered that our industrial plant had been 
allowed to stagnate during the decade since 1929. Investment 
in new plant and equipment had lagged so badly that in many 
branches of industry much of the machinery was obsolete. A 
great deal remains to be done, and many new adjustments must 
be made, before we can utilize our potential strength. 

First, if we are to assume dynamic leadership, industry must 
function at full capacity. Equally important, the price structure 
must be kept at a low level. Plant capacity will be of no avail 
if the end of the immediate crisis finds us with prices and wages 
in the economic stratosphere, completely unrelated to price 
levels in other parts of the world. Thus the government’s efforts 
to hold down prices are of immediate importance. 


MASS PRODUCTION 
In industries where mass production has been continually 
extended, low prices have been the rule. The automobile indus- 
try is the best example of the effect of mass production in 
lowering prices. Although the urban cost of living was rising 
or stationary during the ‘twenties, the unit cost of the motor 
car decreased steadily. Because of highly competitive condi- 
tions in the industry, the cost of production was progressively 
lowered, and to a large extent the consumer benefited. 
Although the trend was reversed in the late ‘thirties, partly as 
a result of wage increases and partly through the introduction 
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of certain monopolistic practices, it remains true today that the 
cost of a car to the consumer is fairly closely related to the cost 
of production. Similarly, car operating costs have decreased 
50 per cent since 1926, the trend being steadily downward (see 
chart, page 31). 

Under the impetus of such outstanding production geniuses 
as William S. Knudsen, Henry Ford and the late Walter 
Chrysler, the automotive industry developed magnificent mass 
production plants. The speed and economy of the assembly line 
were carried perhaps as far as human ingenuity could go. To a 
large degree because of the efficiencies and economies of the 
automotive industry, the motor car became an important fac- 
tor in American life. No small part of our economy came to 
center around its use. 


AUTOMOBILES—A KING PIN 
This very fact was at the root of a serious dilemma. The prin- 
cipal concern of the United States in the,late summer of 1941 
was to harness every possible ounce of energy to the defense 
program. Yet drastic curtailment of the automobile industry 
would mean serious dislocation not only in that industry itself 
but in a dozen related industries. It would mean interference 
with profits and employment, with no immediate prospect of 
a remedy through defense contracts. For this reason any drastic 
restriction on automobile production was resisted both by 
industry and labor, and also from within the defense organiza- 
. tion itself, where representatives of the industry occupy impor- 
tant posts. 

Various solutions were brought forward for a problem that 
had to be solved without delay. One of the most provocative 
suggestions came from Walter Reuther of the Automobile 
Workers Union. The Reuther plan claimed that it would be 
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possible to re-tool a considerable section of the automobile 
industry so that planes of standard type could be produced on 
the assembly line. The plan was based on an extensive study of 
the industry and the unemployment that would inevitably 
result from curtailment of automobile production. Various 
practical objections were raised by the motor industry. But if 
we are to utilize our industrial capacities to the fullest, some 
such plan may yet have to be considered. 


MONOPOLY AND ITS MEANING 

While mass production under competitive conditions has pre- 
vailed in many industries, with resulting gains in the standard 
of living, elsewhere monopoly controls have tended to restrict 
industrial output for the sake of maintaining the high prices 
that go with scarcity. The full significance of such controls 
became obvious as the crisis deepened, and defense industries 
sought vainly for adequate supplies of essential materials. Thus 
the total defense demand dramatized the dangers of monopoly, 
or near-monopoly, control. 

Particularly in steel and aluminum, metals vital to modern 
warfare, it became obvious that production narrowly con- 
trolled by a few interests might mean a real peril. In contrast 
to unit prices in the automobile industry, the unit price of steel 
and aluminum has until recent years remained relatively con- 
stant. Although there were appreciable reductions in aluminum 
prices in 1940 and 1941, they were, at-least in part, attributable 
to the desire of the Aluminum Company of America to remove 
public criticism of its monopolistic. practices. 

In the early fall of 1941 the shortage of steel, aluminum, cop- 
per and other metals was a cause for grave concern. There 
might be enough for the fabulously expanding program of 
ships, airplanes, guns, tanks. But no one, least of all the Office 
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of Production Management, was certain. Unfortunately a con- 
troversy grew up over where the blame lay for this failure, 
and high policy-makers in the government pointed the finger 
at industry. To quarrel over who was at fault, when the urgent 
need was for more and more production, seemed singularly 
futile. 


THE SENATE INVESTIGATES MONOPOLY 

We cannot, however, ignore the fact that production of virgin 
aluminum in the United States has been the monopoly of the 
Aluminum Company of America. According to testimony 
before a Senate committee, American production figures were 
fixed in consultation with the heads of an international cartel. 
Members of the cartel parcelled out the markets among them- 
selves and agreed not to compete in one another’s areas. They 
could then fix prices that would net them large profits without 
the trouble of continually expanding production and seeking 
new markets, as in competitive industries. In aluminum, and 
even more conspicuously in magnesium, a metal also vital to 
plane production and under control of the same group, Ger- 
man production quotas were considerably in excess of those for 
France and the United States and Canada. 

Testimony before the Senate committee also tended to show 
that selling cost bore little relation to the cost of production. 
Wasteful practices existed in the industry, materials being 
hauled needlessly back and forth across the country because 
plants were not located with due regard for efficiency. For with 
monopoly in the saddle, any additional expenses such practices 
entailed could be passed on to the consumer. In certain 
instances, the testimony showed, German interests held vital 
patent controls and production rights. Even more startling to 
members of the committee was testimony to the effect that the 
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Office of Production Management appeared entirely unaware 
of the impending aluminum crisis; in fact, OPM issued optimis- 
tic statements that no shortage would develop. 

Fortunately, however, there were others who did not permit 
threats of monopoly domination to interfere with new plant 
development. Richard S. Reynolds, of the Reynolds Metals 
Company, obtained a loan from the Reconstruction Finance 
Corporation with which to build plants for the conversion of 
bauxite into aluminum. In the spring of 1941 he brought into 
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production at Sheffield, Alabama, a new plant with an output 
of 40,000,000 pounds. Using power from Bonneville Dam, a 
second unit was to produce a total of 60,000,000 pounds, com- 
ing into full operation by the end of the same year. 

This looked like a mere drop in the bucket. But in a moment 
of dire need it was of real value. And the seven additional alu- 
minum plants which the government planned to build and lease 
to private corporations were to bring capacity up to 1,400,- 
000,000 pounds—the quota which the defense effort, it was 
estimated, would ultimately demand. 


THE SITUATION IN STEEL 

In steel a difficult situation likewise developed. An initial report 
by Mr. Gano Dunn, a consultant of the OPM, found the sup- 
ply of steel generally adequate for both civilian and defense 
needs. Then the Lend-Lease Bill and further expansion of the 
defense program greatly increased requirements, and a later 
report forecast a deficit. Though in August 1941 OPM an- 
nounced it had received proposals from the industry for an 
increase of more than 12,000,000 tons capacity, it was neces- 
sary in the same month to apply drastic priorities. 

The large companies had huge back orders. It was estimated 
that the Bethlehem Steel Corporation had a backlog of orders 
which would require from two to three years to complete, even 
with new plants financed with defense funds. At the same time 
the plants of smaller, and perhaps less efficient, producers stood 
idle. 


FARMING OUT DEFENSE ORDERS 


Considerably more than half of all defense orders, by money 
volume, were concentrated with fewer than fifty firms. This 
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concentration not only slowed down the defense program, but 
it meant that there would be an ominous accumulation of eco- 
nomic and social ills when the crisis ended. It had occurred in 
spite of suggestions to prime contractors to “farm out” orders 
to subcontractors. 

As the fall of 1941 approached, it was plain that not merely 
big plants but little factories and skilled men everywhere would 
have to be put to work if the vast defense job was to be done, 
and done on time. Both the Army and the Navy prepared to 
place compulsory subcontracting clauses in their contracts 
with prime contractors, a step they had been unwilling to take 
six months earlier. Still in the discussion stage was a proposal 
for a huge government corporation that should itself let con- 
tracts to smaller firms and in general facilitate the whole “farm- 
ing out” process. 


THE FARM PRESSURE GROUP 

In an economy in which production is restricted, pressure 
groups naturally tend to scramble for the largest possible share 
of the total that can be obtained. This rivalry has been one of 
the characteristic features of American life in the twentieth 
century. Much of our political history can be told in terms of 
fierce competition for a slice of the national pie. One of the 
most powerful pressure groups has been the organized farm 
bloc, and the success of this group in enforcing its demands is 
today one of the obstacles in the way of supplying Britain with 
vital necessities—butter, eggs, tomato juice—foods rich in vita- 
mins and protein. 

We recall, as though it had occurred in some distant, almost 
prehistoric time, the bottom of the depression when prices for 
farm commodities were at record lows. The cumulative ills of 
a generation, reflecting profound world change, led to serious 
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unrest among middle-western farmers and, in a few cases, to 
outright defiance of the law. 


SCARCITY PREFERRED 

Powerful farm groups presented the Government with a pro- 
gram of scarcity production based on federal subsidies for land 
deliberately kept idle. For political reasons the Administration 
accepted it. The subsidy program had the backing of the 
American Farm Bureau Federation and particularly the cotton 
farmers, the most powerful group within the Federation. The 
voice of the organized farmer was persuasive and both Repub- 
licans and Democrats continued to vote for scarcity subsidies. 

Eventually, of course, the futility of this method of post- 
poning a reckoning with changed world conditions was certain 
to become obvious. The defense crisis showed it to be the 
glaring contradiction it was. Although the crying need was for 
more protein-rich products, the government once again yielded 
to farm pressure groups and underwrote the production of cot- 
ton, wheat, tobacco, crops which were already in surplus. 

Even more disturbing was the effort of the farm pressure 
group, through compulsory price-fixing laws, to restrict the 
production of crops that have never existed in abundance, such 
as fruits and dairy products. This effort failed, however, as did 
another in the summer of 1941 to curtail or even abolish the 
Department of Agriculture’s new program of distributing so- 
called surplus commodities among families on home relief or 
WPA. In contrast to these restrictive tactics, the objective of 
Secretary of Agriculture Claude Wickard was to use subsidies 
only in such a way as to encourage the farmer to turn to the 
production of foods vitally needed for a high nutritional stand- 
ard. It had been easier in the past to continue to raise wheat, 
corn, cotton—the crops which brought lump-sum cash returns, 
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FEEDING THE HUNGRY OUT OF SURPLUSES 
The surplus commodities program was a hopeful sign. Through 
the food stamp plan, using local retail merchants, about $120,- 
000,000 in “surplus” foods was to be distributed in 1941. Relief 

-and low-income families would get 60,000,000 dozen eggs, 
more than 500,000,000 pounds of flour and other cereals, about 
200,000,000 pounds of pork products, 50,000,000 pounds of 
butter and trainloads of oranges, grapefruit, carrots and other 
fruits and vegetables. Food to the value of about $30,000,000 
would be distributed through free school lunches. All this 
meant added income for the farmers, added business for local 
retailers, and better health for families previously under- 
nourished. 

Secretary Wickard pointed with pride in May 1941 to the 
fact that the food stamp plan was in operation in 385 areas with 
a total population of 67,500,000. During that month, which 
marked the second anniversary of the inauguration of the plan, 
more than 4,000,000 members of the public-aid families used 
something like $10,000,000 in health-building foods. This effort, 
as Mr. Wickard explained, was spurred by the shocking fact 
that about 4o per cent of all men examined under the selective 
service program were falling below the Army physical stand- 
ards. Scarcity farming does not produce all the foods required 
for healthy bodies. 

On Surplus Marketing Administrator Milo Perkins fell the 
task of buying food supplies for Britain. In a remarkably short 
time he had accumulated stocks of butter, cheese, eggs, pork 
and vegetables, which were soon being shipped to England. 
Taking both price levels and domestic needs into consideration, 
he coordinated purchases for Britain and for his domestic sur- 
plus marketing program. 

These measures suggest a pattern that may prove useful at the 
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close of the war. Large areas of the world will be in desperate 
need of food, and will be eager to draw on the resources of the 
United States and Latin America. Feeding the destitute peoples 
of Europe can well go along with the effort to distribute “sur- 
plus” products among those of our own citizens who are at. 
present underfed. Our productive capacity, if properly di- 
rected, is fully equal to such a dual undertaking. 


FOOD AS A POLITICAL WEAPON 

Already we have tried to use our food resources shrewdly in 
an effort to gain political and diplomatic advantage. In 1941 
token shipments of food were sent to France in an effort to 
prevent Vichy from joining Hitler in complete military col- 
laboration. More substantial shipments of food and other com- 
modities were sent to French North Africa in the hope that 
General Weygand might be favorably influenced to resist Axis 
demands. By such strategic use of our raw materials we may 
be able to wield decisive influence in the post-war world. 


SALVAGING FARMS AND FARMERS 

Again seeking to stimulate greater productivity, the Farm 
Security Administration has worked to rehabilitate stranded 
farmers and run-down farms. At the end of 1940 the rec- 
ords showed that 1,486,835 farm families had received some 
kind of benefit from FSA. A large number of these families 
were restored to productive farming after one catastrophe or 
another had overwhelmed them. 

A total of 859,336 families received rehabilitation loans for 
operating necessities—a plough, seed corn, a span of mules. 
FSA helped 16,787 to farm ownership. It sheltered 37,700 Okies 
and their families in migratory labor camps with at least the 
minimum decencies of living. A large number of FSA families 
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were aided through cooperatives. Plans for medical care spon- 
sored by FSA brought medical attention within reach of many 
people for the first time in their lives. 

All these measures mean an improved agricultural plant. 
They mean more life-giving foods. They mean stronger men 
and women. They mean a stronger America. 


LABOR AND MONOPOLY 

In view of the struggle among pressure groups, it would be 
surprising to find that organized labor had not also competed 
with all the power at its command for the fullest possible share 
of the national income. Here again, the defense crisis showed 
just what this competition meant to our economy. Skilled 
craftsmen had jealously guarded their craft privileges, charging 
newcomers to their unions exorbitant initiation fees. Few 
apprentices were trained. Then we began to need.more skilled 
workers than were available. 

Moreover, in spite of the serious labor shortage that grew 
out of the defense effort, the craft unions continued to assert 
their right to restrict entrance into the trades by high fees. 
That has been one of the most unpleasant manifestations of the 
emergency. We should realize, however, what a natural con- 
sequence it was. Menaced by years of insecurity, and fearing 
the more recent threat of mass unionization, craft leaders clung 
stubbornly to their special position. 

In the same way trade unions used their power to prevent 
technological advance. They were convinced that job-saving 
devices meant fewer jobs and consequently they resorted to 
political pressure to keep men at needless tasks. An interest- 
ing example is the powerful Railway Brotherhoods, which 
helped to block an orderly rationalization of the American 
railway system to save jobs for their members. 
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It should be remembered, of course, that labor leaders acted 
in what they believed to be the interest of the millions to whom 
they had to answer. In the harsh school of scarcity they had 
learned their lesson. 

As one consequence, millions of young men coming into the 
labor market during the depression years went untrained, an 
irreparable loss to the nation. The National Youth Administra- 
tion and the Civilian Conservation Corps did something to off- 
set this loss. Their efforts were inevitably limited, however, by 
the restrictions of the trade unions themselves, enforced by 
political pressure of one sort or another. 


TRAINING YOUTH 

Beginning in 1936 the NYA gave several million youths 
employment. A total of 1,594,000 were aided by out-of-school 
jobs. Under the student work program, 1,750,000 high school 
and college students were given employment. How extensive 
or how practical the on-the-job training was it is difficult to 
say, since the projects were sponsored locally through schools 
and other institutions. To a large degree the government’s 
objective was financial aid rather than training or achievement, 
with the result, particularly at the beginning of the program, 
that the standard was low. Nevertheless a large number of 
youths were given some understanding of job techniques. 

Until June of 1941, NYA’s policy was to leave actual train- 
ing to vocational schools. That policy was altered by Congress 
in the new NYA appropriation bill, which provided for a 
vocational training program in fields essential to defense. In 
the government year from July 1, 1941, to July 1, 1942, it was 
estimated that more than 700,000 youths would receive instruc- 
tion at work stations in the rudiments of the defense jobs they 
were expected Jater to fill. Young men with a basic knowledge 
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of radio and electrical work, girls fitted to do heavy duty sew- 
ing, youths trained in many fields were to come out of these 
courses. 

In somewhat the same way the Civilian Conservation Corps 
has given to some 2,500,000 boys certain skills as well as cer- 
tain fundamental knowledge that they would not otherwise 
have acquired. These boys have been trained in forestry and 
other branches of conservation and in various forms of outdoor 
construction such as road building and dam building. In addi- 
tion, they have been offered elementary cultural and vocational 
courses, and thousands have taken advantage of these opportu- 
nities. Perhaps even more important, CCC youths have been 
given some view, however narrow, of the national welfare, and 
their relation to it. They have come out stronger in mind and 
body, with a knowledge of the meaning of discipline, better 
able to face the emergency. 


NEW MEANING FOR THE “GENERAL WELFARE” 
In the course of this rapid survey of our productive plant and 
its personnel, we have seen the result of government interven- 
tion in one field after another. For many of us such interven- 
tion has been difficult to accept. It has gone counter to estab- 
lished ideas of the relationship between government and pri- 
vate interests. 

Looked at in perspective, however, the bulk of these measures 
appear to come within the range of the American Constitution. 
If only in the general welfare clause, the framers of that docu- 
ment gave generous scope for change. Their writings show 
they knew very well that they were not laying down a rigid 
framework but, rather, defining a broad background against 
which future orderly development could take place. An under- 
standing of this grand objective is clear in the opinions and 
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dissents of the new Chief Justice, Harlan Fiske Stone, who has 
repeatedly defended the right of government to regulate “blind 
economic forces.” The Chief Justice has also championed the 
right of the elected representatives of the people to make their 
own decisions within the broad scope of the Constitution. 

The defense crisis, which has created the need for the utmost 
volume of production, has also revealed that the government 
intervention had in many cases paved the way for greater 
coordination of the country’s productive forces. In his 1940 
campaign, Wendell Willkie repeated over and over: “Only the 
strong can be free. And only the productive can be strong.” 
That might well stand as the theme of the entire defense effort. 


POWER AND THE CRISIS 

In the field of power, as nowhere else, it has been demonstrated 
that production means national strength. The controversial 
whys and wherefores to one side, it is scarcely an exaggeration 
to say that the defense program would have been impossible 
without the Tennessee Valley Authority, Bonneville, Grand 
Coulee—the great power dams built by the government. Expan- 
sion of the aluminum industry would not be feasible without 
the millions of kilowatt hours that are being generated in the 
Tennessee Valley and on the Columbia River. And aluminum 
is the vital core of defense production. 

One need hold no brief for universal public power to recog- 
nize that projects on this scale, straddling state boundaries and 
involving the welfare of many millions of people, may perhaps 
have to be planned and carried out by the Federal govern- 
ment. These great engineering projects harness the energy in 
America’s magnificent river systems that has gone so long 
unused. They truly conserve the vital resources of the nation. 
In 1920, privately owned plants accounted for 96.1 per cent 
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of production and 95.2 per cent of capacity. By 1939 their pro- 
duction was 90.4 per cent of the total and their capacity 87.7. 
The accompanying chart shows the growth of both public 
and private hydroelectric power in the last fifteen years. 
Through new construction the Tennessee Valley Authority 
has added about 514,000 kilowatts of installed capacity in the 
area. Not only has this half-million kilowatts been absorbed 
by the growth of power demand in the region, but the neces- 
sity for still more capacity has been apparent for nearly two 
years. Today the present total capacity of TVA is 1,049,600 
kilowatts. Through construction now in progress, this will be 
increased by June of 1942 to 1,473,400 kilowatts and, if pres- 
ent plans are carried out, the total installed capacity at the end 
of 1944 will be 1,787,400 kilowatts. Still another addition has 
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just been authorized by Congress, consisting of four dams on 
the Hiwassee River which will add approximately 220,000 
kilowatts. 


BY-PRODUCTS OF PUBLIC POWER 

In addition to creating new power facilities, TVA has bene- 
fited not only the region but the entire country in a variety of 
ways. Authorized by Congress to “improve and cheapen the 
production of fertilizer,” TVA experts have carried out experi- 
ments in the production of concentrated phosphates. As of 
May 1941, the Authority had distributed 355,500 tons of con- 
centrated superphosphate to farmers in 27 states. Of the total, 
137,000 tons was used for test-demonstrations on 34,000 farms 
with. 5,350,000 acres, The balance was distributed through the 
soil conservation program of the Agricultural Adjustment 
Administration. 

By 1945, the demand for concentrated phosphate plant food 
is expected to exceed 750,000 tons annually. One interesting 
development is that, wherever the TVA test-demonstrations 
are taking place, the sale of phosphate fertilizers by private 
firms has gone up rapidly. The country’s present production 
capacity is 346,000 tons a year. To help make up the deficiency 
the TVA has begun construction of a new phosphate electric 
furnace which will increase the capacity of the Authority from 
100,000 tons to 150,000. 

Under the Lend-Lease Act the British Purchasing Commis- 
sion requested 40,000 tons of the triple superphosphate pro- 
duced by TVA in its experimental plant. Triple superphos- 
phate contains about 47 per cent of available phosphate plant 
food and was specified by the British because less than half as 
many ships would be required ‘for transporting it as for ordi- 


nary commercial superphosphates. 
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NEW FARMS, NEW INDUSTRIES 

In the West the story has been even more dramatic. Grand 
Coulee dam, completed two years ahead of schedule, will 
ultimately be the greatest single source of electricity on earth. 
Diversion of the waters of the Columbia River, as a phenomenal 
kind of by-product, will irrigate thousands of acres of land. 
It is estimated that 50,000 acres will be brought into cultiva- 
tion in the first three years. Thereafter, according to present 
plans, 50,000 acres will be developed each year until late in 
the century. 

Another project is Bonneville Dam which stretches across 
the Columbia River in the heart of the Cascade Range. Begin- 
ning with 86,400 kilowatts, an additional 108,000 was added in 
May and still another in July 1941. Within two decades, accord- 
ing to present estimates, Bonneville will return $60,000,000 to 
the government. (The total estimated cost of the project is 
$75,000,000.) Nearby the Aluminum Company of America is 
completing a plant which may eventually be one of the largest 
aluminum factories in the world. Other large industrial firms 
are preparing to group branch plants about this new power 
colossus. 

What is more, there are similar projects on almost as vast a 
scale of which most people know but little. The greatest earth- 
work dam in the world is being completed at Fort Peck, 
Montana, to insure a nine-foot channel in the Missouri River 
between Sioux City, Iowa, and the mouth of the Missouri near 
St. Louis. Power and irrigation will be auxiliary advantages. 
Shasta Dam now being constructed on the Sacramento River 
to reclaim lands in the Central Valley will be the second most 
massive structure on earth, second only to Grand Coulee. And 
in all the western states there are lesser power and irrigation 


projects. 
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THE QUESTION OF CONTROL 

While all these vast public undertakings add to America’s 
capacity to produce, at the same time they raise a question as 
yet unanswered. Where is the ultimate control to rest? In the 
rush and roar of the defense crisis this question may be ob- 
scured, but it cannot be ignored for long. The whole issue of 
the concentration of power and the control of power is cer- 
tain to be sharpened in the period of post-war adjustment. 

Directors of the TVA are working toward decentralization 
and regional controls and away from Federal concentration in 
Washington. Behind the TVA experiment is a definite philos- 
ophy of regional self-interest and autonomy. The TVA has 
1700 employes in Knoxville and only half a dozen in Washing- 
ton. In contrast, other administrators have shown a zeal for 
arrogating more and more power to their offices in Washing- 
ton. They have failed to realize that the evils of remote control 
by a centralized government may be just as great as those 
they denounced in control of business by holding companies 
in New York. Urgent as the defense effort is, it should not be 
allowed to justify an ever greater centralization of business and 
government. 


DISTRIBUTING WHAT WE MAKE 
There is no evidence of any slackening of America’s capacity 
to produce, and to produce with more and more resourceful 
techniques in ever increasing volume. The failure during the 
past decade and a half has been primarily a failure of distribu- 
tion and not of production. We have not known how to share 
the flow of goods from our factories and farms. 


INEQUALITIES IN INCOME 
That this was at the root of the depression is revealed by even a 
superficial glance back at the troubled period which began with 


48 


$61.1 BILLIONS $81 BILUONS 
$76 BILLIONS 


EACH COIN REPRESENTS 
2 BILLION DOLLARS 


HOW OUR NATIONAL INCOME WAS SHARED 


(1935—36) 


19 %e | 
NATIONAL INCOME 
EACH FIGURE REPRESENTS | OUT OF 40 U.S. FAMILIES 


| 
| OUR NATIONAL INCOME (1920 -40) g 

_— 

1920 1929 1932 1937 1940 + 

INCOME: OVERSS000  $3,000-§000 $2,000-3,000 $1,000-2,000 UNDER $1,000 

/ \ 

| 


the crash of 1929. One of the most obvious warning symptoms 
was the widespread inequality of income that existed during the 
twenties. This was an inequality not only between economic 
groups but between whole regions. 

Figures from the studies directed by the National Resources 
Committee show how far this inequality has gone. In 1935-36, 
one-third of all families and single individuals received incomes 
under $780. Another one-third received incomes from $780 to 
$1450. Forty-two per cent of all family groups had less than 
a thousand dollars a year for all necessities. The highest tenth 
received thirty-six per cent of the national income, the lowest 
tenth less than two per cent. 

The figures for different areas show the same inequalities. For 
all family groups in New York City, the middle income was 
about $1,570. This was the highest, with one exception, of any 
city in the country. In Haverhill, Massachusetts, a shoe-manu- 
facturing town, the average was $1,022. In Mobile, Alabama, it 
was $726, in Gastonia, North Carolina, $824, in Albany, 
Georgia, $517. Urban averages are in general considerably 
higher than those in rural areas, even though the latter include 
the cash value of farm produce. 


THE TRAGEDY OF UNEMPLOYMENT 

In the desperate struggle for survival business firms turned to 
technology to reduce their labor cost, and more and more men 
were thrown out of work. These facts have all been rehearsed 
so often we are sometimes inclined to assume we have exorcised 
the evil merely by having stated and restated it ad infinitum. 

Thus we tend to lose sight of what, in the light of our present 
needs, was the most vital tragedy of those years. That was the 
waste of our productive plant, the waste of men and materials; 
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the goods we failed to make, the bellies we did not fill. Directly 
involved was not only the physical well-being but the morale 
of millions of men and women. We see now that even by 
working constantly day and night we shall be hard put to it 
to make up for these losses. 


THE IMPLICATIONS OF THE DEFENSE EFFORT 

When the depression record is put alongside the record of the 
first twelve months of defense production, the waste of the 
slack years becomes all the more obvious. The achievement of 
that first year, from May of 1940 to May of 1941, is truly 
remarkable. To be sure, it is far short of what must be done. 
It has taken place in haphazard fashion, with consumer industry 
and defense industry alike expanding—a topsy-turvy growth 
which must be controlled and directed. Nevertheless we can 
take real pride in the enormous increase in production that has 
occurred in that short time., The genii spoke. Industry began 
to function in high gear. Men went back to work. The chart 
on page 53 shows how some of the expansion was distributed. 

‘ It shows, too, if only by implication, that having done it once 
in the interest of defense, we can do it again in the interest of 
other aspects of the general welfare. We cannot afford ever 
again to allow the productive plant to slacken down into decay. 
If a miraculous expansion can be achieved for the production 
of war material, it can also be achieved for the production of all 
those things on which a real defense depends. 

Those who cherish the illusion that after the war our 
economy will be restored to a comfortable “business as usual” 
are likely to be disappointed. Wartime controls essential to 
defense production cannot suddenly be lifted without conse- 
quences that might well be disastrous. We know what happened 
after 1918, and the economic disruption of the present war 
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effort is far greater than anything we went.through during 
World War I. 


THE EXPERIENCE OF BRITAIN 
The experience of Britain is revealing in this respect. There 
production and consumption controls have been applied with 
such effectiveness that even toward the end of the second year 
of the war there were no dangerous signs of inflation or other 
major economic ills. The circulation of additional money 
through vast government expenditures might have swollen 
the stream of consumer spending into a dangerous torrent, and 
so set in motion a cycle of skyrocketing prices and wages—the 
prelude to inflation. But consumer spending has been success- 
fully stemmed by taxation and enforced saving. Moreover, in 
spite of the fact that the entire economy is now directed from 
No. 10 Downing Street, the ancient liberties have been pre- 
served, and the English are said to be more free to criticize 
than they were in the last war. 

At the same time they are well aware that it is the stress of 
the gravest threat in Britain’s recent history that has brought all 
this about. What is workable in a country united by great 
national danger may be utterly unworkable when peace is 
restored once more. Nevertheless the fact remains that the 
economy has been made to function with a high degree of 
efficiency without too much harm being done to any single 
element. This fact will carry great weight at the end of the 
war, particularly when the failure of other economic cures in 
the depression years is recalled. 


THE PROBLEM OF POST-WAR READJUSTMENT 
While here in America in the summer of 1941 we were still 
struggling to apply the brakes that would prevent runaway 
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inflation, we also faced the grave issue of post-war readjust- 
ment. Various government agencies were working on plans for — 
the gradual shift of workers and plant facilities after the war 
from the production of armaments to the production of con- 
sumer 

In August 1941 the National Resources Planning Board pub- 
lished a list of general objectives for all these plans: to keep 
the national income at the high level set during the defense 
effort by providing full employment, at the same time pre- 
serving labor’s gains, eliminating child labor and guaranteeing 
leisure and security to the aged; to decentralize government 
control as far as possible; and to “upbuild America.” By up- 
building America, the Board explained, they meant enabling 
“every human being within our boundaries to realize progres- 
sively the promise of American life, in food, shelter, clothing, 
medical care, education, work, rest, home life, opportunity to 
advance, adventure and the basic freedoms.” To this end the 
post-defense program must include “both construction activi- 
ties which will add to the national estate and service activities 
which will end malnutrition and increase the vitality, health, 
skill, productivity, knowledge and happiness of the American 
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WIDER CONSUMPTION—THE KEY TO PROSPERITY? 
At the same time, independent thinkers were proclaiming that 
after the war the major task of all countries would be the 
raising of their domestic living standards. With increasing in- 
dustrialization and raw material production the world over, 
foreign markets everywhere have shrunk. Some backward 
countries, notably in Latin America, for the time being still 
need and want our heavy machinery to start new industries. 
Europe, too, will need our surplus foods and production goods 
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for replacement in the period of reconstruction after the war. 
And there will probably always be specialty goods which one 
country can produce better than others, and which may remain 
the basis for international trade. But, in the long run, as coun- 
tries become more highly developed, their only hope of a 
growing market for their staple products will be to increase. 
consumption at home: first, through expansion of the produc- 
tion of services, which will create the purchasing power to take 
up existing surplus commodities, and second, through expansion 
of agricultural and industrial production, as the home demand 
is enlarged. 

Although in the summer of 1941 no detailed program for 
such readjustment in this country had been drawn up, it was 
clear that during the period of post-war transition government 


funds would be largely responsible for keeping the economic 
machine from slowing down to a standstill. As they were with- 


drawn from war production, they would have to go into 
housing and large-scale public works such as flood control, 
the development of hydroelectric power and the modernizing 
of transportation facilities, until such time as presumably pri- 
vate investment and private spending could adequately fuel the 
machine again. 

The planners were well aware of the profound implications 
of the problem confronting them. Granted that government 
spending might be managed so that the transition from war to 
peace would not be too disrupting, there was the larger ques- 
tion of the preservation of the fundamentals of democracy 
should the entire economy continue for long to be dependent 
upon government for its existence. It is true that totalitarian 


regimentation does not necessarily go with economic controls. 
Yet until the extraordinary example of England no one would 
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have believed that complete dictatorship did not follow from 
absolute government control of the economy. 


OLD HEADACHES 

Besetting the planners, too, were disturbing questions reaching 
back beyond the period of the defense crisis. Under the New 
Deal discordant elements were left unresolved. A large sector 
of our economy came under government regulation. At the 
same time Assistant Attorney General Thurman Arnold was 
working, in at least certain areas, to restore a free economy. By 
reviving competition in industries where it had been throttled, 
he was seeking to do away with the more exorbitant charges 
levied by monopolies on the helpless consumer. Although 
deficit spending had produced works of undoubted value 
throughout the nation, the major economic sickness of unem- 
ployment had not been cured. And the thought of the voters 
back home had repeatedly prevented Congressmen from enact- 
ing a tax program heavy enough to meet government expenses. 

A great deal has been learned during the past ten years, 
however, about the management of the monetary system and of 
the economy itself. If this knowledge is applied intelligently at 
the same time that a strong democratic faith is alive to the 
necessity of conserving what is most precious out of our past, 
then we need not be pessimistic about the future. 


ECONOMIC ALTERNATIVES 
Should the war end within a reasonable time with a British 
victory, in addition to the process of readjustment at home, the 
enormous task of reconstruction in Europe will fall to a large 
extent on us. Indeed the United States will be the only country 
in the world in a position to take a lead in organizing that 
reconstruction. Not only great material resources but our best 
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brains will be called upon to help restore a decent order to 
vast areas stricken by the plague of war. 

Should war continue for many years, with short intervals of 
troubled and uncertain peace, as some observers believe it may, 
then equally our material plant will be taxed to sustain our 
democratic allies as well as our own people. In the end Amer- 
ica’s continuing and increasing capacity to produce might well 
be decisive in the struggle. If the worst—a German triumph 
over Britain and entrenched Nazi domination of Europe— 
should befall, then we should in all probability be faced with 
prolonged economic warfare and the need to develop every 
resource of this Hemisphere. 

Whatever the outcome, in war or in peace, it is only through 
production and more production that we shall become strong. 
The wealth of production will decide the military issue today. 
The ability to maintain and distribute that wealth in increasing 
abundance among all our citizens will decide the economic 
issue of tomorrow. 
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Ill. The Strategic Picture 


About a strong dynamic America the trust and hope of many 
peoples are centered. This is an America which is fully con- 
scious of its earlier revolutionary tradition. It is an America 
which has not forgotten the principles of liberty, tolerance and 
opportunity. But it is also a powerful America producing at full 
capacity with men and machines, at low price levels made pos- 
sible by mass production methods. It is an America with a 
strong military arm, directed by a shrewd political intelligence 
and a mature sense of responsibility. 

If this sounds visionary or Utopian, we have only to look 
about us to see that we are rapidly assuming this role. But first 
let us take another brief look into the American past. 


THE EARLIER STRATEGY 

We have noted some of the principles which guided the 
founders of this country, and which helped them to shape a 
Grand Strategy looking beyond the limited horizons of the 
early nineteenth century. The bold strokes of statesmanship 
initiated by Franklin and Washington, by Hamilton, Jefferson, 
the Adamses and Monroe were not the actions of men bound 
by the traditions of European diplomacy. They were audacious, 
revolutionary strokes by men who were not afraid to innovate. 

These early Americans were the first modern statesmen to 
apply the principle of arbitration in international disputes, and 
to press the doctrine of freedom of the seas. One of the most’ 
important strategic principles they applied has particular signifi- 
cance today. This was the revolutionary principle that arms 
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alone are not enough to provide an impregnable defense, Our 
early statesmen were compelled to employ other weapons for 
the simple reason that they could not possibly muster the armed 
force to compete with the powerful nations of Europe. They 
were aided by geography and distance. But they also made use 
of political and diplomatic weapons which they employed with 
Yankee ingenuity. Jefferson’s diplomacy in securing the vast 
Louisiana Territory from Napoleon was hardly the act of a 
provincial isolationist! And the political strategy of John 
Quincy Adams and Monroe in taking advantage of the Euro- 
pean balance of power to proclaim the doctrine which has 
preserved the independence of the Western Hemisphere for 
more than a century has seldom been equalled. 


POLITICAL WEAPONS 

We recognize today that Hitler has scored some of his most 
sensational victories by means of revolutionary tactics and 
political weapons. He has not relied exclusively on his Panzer 
divisions and his Luftwaffe. But recently Edmond Taylor has 
reminded us that some of our own early leaders were no less 
audacious. Taylor recalls the story of General William Eaton, 
who was consul at Tunis during the campaign against the Bar- 
bary pirates in Jefferson’s first administration. While Stephen 
Decatur was winning fame with his naval victories over the 
Sultan of Morocco, General Eaton was employing political 
weapons to overthrow the corrupt regime of the Bashaw of 
Tripoli. This ruler, known as Yussuf the Bloody, had usurped 
the throne from his brother Ahmet, who was then plotting a 
revolt to regain his power. General Eaton, learning of the plot, 

ired with Ahmet and with his help organized a “fifth 
column” and raised an expeditionary force which forced Yussuf 
to come to terms. Eaton failed in his plan to establish an Ameri- 
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can “protectorate” on the shores of the Mediterranean, but he 
demonstrated—long before Hitler—the potent force of the 
political weapon in warfare. 

For nearly a century we were able to develop the North 
American continent without huge armaments. Relying on arms 
alone, we could not have enforced the Monroe Doctrine or 
preserved the independence of the New World. But by exploit- 
ing the natural advantages of geography, plus the audacious use 
of political and diplomatic weapons, we developed a Grand 
Strategy which carried America to maturity. We fought in 
every general European war, but we took advantage of the 
rivalries of Europe to preserve our independence. And the Brit- 
ish Navy—which enabled the tiny British Isles to hold the bal- 
ance of power—also made it possible for the free nations of the 
New World to live in relative peace and security. When World 
War No. 1 threatened to destroy the European balance, we 
intervened to tip the scales in favor of Britain and France, the 
friendly powers who controlled the seas and guarded the 
approaches to the Western Hemisphere. 


WE FORGET THE LESSON 

Then, for twenty years, we forgot why we had made great 
sacrifices, and we neglected the principles of the earlier strat- 
egy. A determined minority in the Senate of the United States 
rejected the League of Nations, and refused to assume any 
responsibility for the preservation of peace. On the blind 
assumption that the favorable balance in Europe and Asia 
would continue indefinitely, we reverted to a passive defense. 
As long as the friendly balance remained, we were quite con- 
tent with a one-ocean navy and a small professional army. 
And we failed to heed the rumblings of impending disaster. 

When America awoke in the summer of 1940, danger was 
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close at hand. France had fallen and the British troops had 
made their retreat from Dunkirk. For almost the first time 
Americans realized that their own strategic outposts had been 
threatened by the defeat of the Allied armies on the Continent 
of Europe. 

It was not by accident that the first peacetime conscription 
bill in the nation’s history was introduced in Congress on 
June 20, 1940—just three days after Marshal Pétain had asked 
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Hitler for an armistice. Before the collapse of France, no one 
had seriously suggested the need for a large army; but after the 
German Blitzkrieg in France and the Low Countries, Congress 
voted for conscription, authorized a two-ocean navy, and 
appropriated billions of dollars for guns and tanks and air- 
planes and ships. 

Congress acted then because it saw the peril of our own 
position. It clearly appraised the strategic ,consequences of 
Hitler’s military triumph. For with the destruction of the 
Allied armies on the continent, Britain’s insular position was 
threatened, thus exposing the vital approaches to the Western 
Hemisphere. Congress knew well enough that we would need 
a strong army and a two-ocean navy to defend our own vital 
interests. The American people were no longer indifferent to 
the outcome of the struggle. 

To military and naval observers the strategic consequences 
seemed even more far-reaching. For what had begun as a war 
between continental land armies, supported by air power, had 
become a gigantic contest for control of the seas and the air 
above the seas. And with each successive extension of the war 
at sea—into the Atlantic, the Mediterranean, and the Pacific— 
strategic necessity forced America to act. 


THE OFFENSIVE STRATEGY 
On September 2, 1940--one year and a day after the outbreak 
of war in Europe—President Roosevelt took the initial step 
in a policy which was destined to scrap the whole theory of 
passive defense. In trading fifty over-age American destroyers 
for naval and air bases in the Atlantic, the President was re- 
verting to the older American doctrine of positive action. 
‘It was obvious, of course, that the new bases, extending from 
Newfoundland to British Guiana on the coast of South Amer- 
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ica, would enormously strengthen our continental defense. In 
particular, by establishing the new bases in Bermuda, the Baha- 
mas, Antigua, Jamaica, St. Lucia, Trinidad, and Georgetown, 
the United States would be able to cover the vital approaches to 
the Panama Canal and assure American naval and air supremacy 
in the entire area of the Caribbean. But the key fact is that 
by means of the naval base agreement, the President opened 
the door to a positive policy. In other words, he reverted to 
Admiral Mahan’s doctrine that the “offensive” is the best pos- 
sible defense. 

No one who grasped the full meaning of this history-making 
agreement could be surprised by what followed. Despite 
some criticism of the methods employed by the President, 
Congress and American public opinion clearly approved the 
temporary occupation of Greenland (proclaimed in an Execu- 
tive Agreement signed by Secretary Hull! and the Danish Min- 
ister in Washington on April 9, 1941) and the joint occupa- 
tion with Great Britain of Iceland, announced on July 7, 
1941. The practical effect of these agreements—apart from 
blocking a possible German occupation of Greenland and 
Iceland—was to extend the area of American military opera- 
tions well into the Arctic Circle and eastward into the Nazi- 
proclaimed war zone in the Atlantic. 

Once again the United States had taken a step which pre- 
pared the ground for both offensive and defensive operations. 
' From Newfoundland it is only about 825 miles by air to 
Julianehaab, the capital of Greenland, and from Greenland less 
than 700 miles to Iceland across the Straits of Denmark. 
Whoever holds these two positions is able to operate freely 
within the radius of action of his forces. In the hands of Ger- 
many they would constitute a threat to the security of North 
America; in the hands of Britain and the United States they 
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were used to strengthen naval patrol operations in the North 
Atlantic and to speed the transfer of bombing planes to 
England. 


AN HISTORIC PRONOUNCEMENT 

The larger strategy was summed up by President Roosevelt 
in a declaration which may become historic. From the begin- 
ning of our history as a nation the strategic frontiers of the 
United States had been in the sea. For more than a hundred 
years we had proclaimed the Monroe Doctrine as the cardinal 
principle of our foreign policy. In a broadcast to the nation 
and the world on May 27, 1941, however, the Commander- 
in-Chief of the armed forces of the United States extended 
our strategic frontiers beyond the Western Hemisphere—to the 
farthest point from which any hostile attack might be launched 
on the New Yorld. The statement was specific. Referring to 
the Azores and the Cape Verdes as the “island outposts” of 
the Western Hemisphere, the President said: “Control or occu- 
pation by Nazi forces of any of the islands of the Atlantic 
would jeopardize the immediate safety of portions of North 
and South America, and the island possessions of the United 
States, and therefore of the ultimate safety of the continental 
United States itself.” 


UNDERLYING OBJECTIVES 

Many Americans were troubled by this broadening of the 
older offensive strategy and its application to the new con- 
ditions of total war. In the eyes of some, the actions of Presi- 
dent Roosevelt and his advisors seemed inspired by a senti- 
mental attachment to England which failed to make any dis- 
tinction between British objectives and purely American 
interests. 
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But, despite the isolationists’ charge that the Administration 
was “Anglophile” and “interventionist,” the American people 
instinctively accepted the widening concept of Hemisphere 
defense. Even the most outspoken critics of the Administra- 
tion supported the Hemisphere program. In fact, some isola- 
tionist leaders in Congress actually went one better than their 
interventionist colleagues in demanding the immediate occupa- 
tion of all European possessions in the New World. Congress 
as a whole supported the President whenever he made specific 
calls for legislation, as in the Lend-Lease Act, and voted all 
the funds necessary for translating the “fixed policy” of aid 
to Britain into reality. 


NATIONALISM IN WASHINGTON 
What many isolationists and interventionists failed to see, 
however, was the underlying nationalism of the Administra- 
tion’s policy. Except for the Hull Trade Program, the New 
Deal approach had been national rather than international, 
as illustrated by President Roosevelt’s attitude toward the Lon- 
don Economic Conference in 1933. This nationalist thinking, 
though partly obscured by the aid-to-Britain program, was by 
no means abandoned. It was reflected in the hard-driven 
Yankee bargain of the destroyer-base deal and the balance-of- 
power policy which accompanied the Lend-Lease Act. Some 
observers found a striking parallel between the traditional 
British policy of maintaining the balance of power and 
President Roosevelt’s effort to defend American interests by 
throwing the economic and political weight of the United 
States on one side of the international struggle. Our lend-lease 
program was indeed not very different from Britain’s nine- 
teenth century strategy of using her financial power to insure 
the victory of friendly nations on the Continent of Europe. 
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TWO LINES OF DEFENSE 

In extending America’s strategic frontiers, however, the Roose- 
velt Administration was not merely adapting earlier British 
and American policies, It was attempting to apply sound prin- 
ciples of strategy to the existing conditions of total war. In 
effect, the American government was creating two lines of 
defense—a long outer line running through Iceland, the 
British Isles, and China, and an inner line drawn around the 
Western Hemisphere. 


THE OUTER LINE 
Both lines were supported by diplomatic and economic 
weapons. By sending Britain shipments of American guns and 
tanks and airplanes and other vital war materials, the United 
States hoped to strengthen the resistance to Hitler in Europe 
and to keep war away from the Western Hemisphere, at least 
until its new Army and two-ocean Navy were ready. In the 
Far East, Washington sought to encourage Chinese resistance 
by extending economic and financial aid to the government of 
Chiang Kai-shek, and by increasing economic pressure on 
Japan. When Germany launched her attack on Russia in June 
1941, President Roosevelt quickly followed Prime Minister 
Churchill in releasing war supplies to the Soviet Union. Each 
of these steps served to hold the Axis powers beyond the outer 
line of defense at a time when the United States was still un- 


prepared for military intervention. 

THE INNER LINE 
On the inner line, American Army and Navy technicians and 
troops were completing the new bases which would cover the 


approaches to the Panama Canal and the Western Hemisphere 
in the event of an Axis victory. Through many agencies of 
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the government—the State Department, the Treasury, the Ex- 
port-Import Bank and Mr. Nelson Rockefeller’s Office for Co- 
ordinating Commercial and Cultural Relations between the 
American Republics—we were helping to fortify the Good 
Neighbor policy. Through the new Economic Defense Board, ° 
headed by Vice President Wallace, we were actively combating 
Axis penetration in Latin America and blacklisting firms with 
German and Italian connections. Finally, two joint committees 
were at work on economic and military cooperation between 

the United States and Canada. 


LOOKING AT THE ALTERNATIVES 
Washington’s emphasis on the inner line of Hemisphere de- 
fense did not imply a defeatist attitude, or suggest that the 
United States had accepted the Nazi concept of three or 
four great continental blocs, each under the control of one 
dominant nation. Nor did it mean that the United States had 
deliberately abandoned all hope of establishing some kind of 
universal system. Actually very few advocates of “continental 
integration” seriously argued that the future of the United 
States lay exclusively in the Western Hemisphere. Most policy 
makers in Washington found it hard to state a satisfactory 
answer to the problem of defending the Americas without 
an ultimate victory over the Axis powers. Acting Secretary 
of State Sumner Welles expressed the prevailing view of the 
Administration in an address delivered at the Norwegian Lega- 
tion in Washington on June 27. Referring to the responsibility 
of the “free American republics,” Mr. Welles said: “. . . we 
all of us now see clearly, if we did not before, that no matter 
how great our American capacity for defense may be, no 
matter how perfect our Hemisphere system may become, our 
future welfare must inevitably be contingent upon the exist- 
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ence in the rest of the world of equally peace-minded and 
equally secure peoples . . .” 


IF WORST COMES TO WORST 

Looking ahead, however, the policy makers were compelled 
to examine the worst possible contingencies and to chart 
America’s course on the basis of national interest. It was still 
possible that, before we could mobilize our own forces for 
total defense, we might be faced with an Axis victory on the 
outer line—in Russia or the Far East—or a Nazi invasion of . 
Britain. If this worst contingency came to pass, it would throw 
us back, as we said in summing up the economic alternatives, 
on our last-ditch program for the defense of the Western 
Hemisphere. 


STALEMATE—OR COUNTER-OFFENSIVE? 

Russia’s surprising resistance to the Nazi legions opened an- 
other prospect, and gave rise to hopes that Germany might 
be occupied for many months in Eastern Europe. But this sec- 
ond contingency left little ground for optimism. At best it 
seemed to point toward a military stalemate, lasting perhaps for 
several years. Eventually, it might be possible to launch a coun- 
ter-offensive on the Continent. But few military experts were 
rash enough to conclude that Hitler’s campaign in the East 
removed the danger in the West. For if Hitler should succeed 
in breaking Russia’s resistance, the full strength of the German 
war machine would be freed for action against the British Isles. 
Then the United States would be faced with the threat of 
simultaneous hostilities in the Atlantic and the Pacific. In that 
event American ships and planes could move against the 
Axis, but the large-scale, highly mechanized forces needed to 
take the offensive on the outer line would still be lacking. 
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BACK TO BASIC PRINCIPLES 
Of course, these rapidly changing conditions made it difficult, 
if not impossible, to prepare a detailed blueprint for the future. 
But the threat of war itself served to bring out more sharply 
the basic principles which guide American action on both 
lines of defense. 

As we have seen, some of these basic principles came from 
our own revolutionary traditions. We reasserted the old prin- 
ciple of freedom of the seas and countered the threat of 

.total war with political and economic weapons. Once again, 
we recognized the potent force of these political weapons, 
and adapted them to our use. 

In his annual message to Congress in January, 1941, Presi- 
dent Roosevelt proclaimed four human freedoms drawn from 
the fundamental principles of democracy. America, he said, 
was committed to 

1. “Freedom of speech and expression” 

2. “Freedom of every person to worship God in his 

own way” 

3- “Freedom from want” 

4. “Freedom from fear” 
But the political objectives the President outlined took it for 
granted that democracy has the dynamic power to meet the 
problems of a changing world. They recognized the impor- 
tance of ideas in a revolutionary struggle, and proclaimed the 
belief that a mature democracy can offer a positive answer to 
despotism. 


ECONOMIC DEFENSE 
So America began to wage political and economic war long 
before she was prepared for military combat even on the 
inner line of defense. Washington began to set up its machinery 
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for economic war in the summer of 1940, when Congress 
authorized the President to license the export of articles essen- 
tial to the defense program, In the following months, an elab- 
orate control system was worked out by Brigadier-General 
R. L. Maxwell, Administrator of Export Control, working with 
the State Department. By requiring licenses for the export 
of hundreds of defense materials, the new agency began to 
cut down shipments to Japan and other countries, suspected 
of aiding the Axis powers in Europe. At the same time, by 
issuing general licenses to Britain and Canada, the system 
aided countries opposing the Axis. General licenses were also 
granted to cover trade with Latin America. 

In July 1941, this whole system, together with other federal 
agencies, was placed under the general supervision of an 
Economic Control Board. Headed by Vice President Wallace, 
the board was authorized to “use all appropriate means” to 
integrate the defense plans carried out by the different depart- 
ments and agencies. It was also instructed to investigate “the 
relationship of economic defense measures to post-war eco- 
nomic reconstruction,” and advise the President on steps “to 
protect the trade position of the United States and to expedite 
the establishment of sound, peacetime international economic 
relations.” 

A complete list of all the government agencies engaged. in 
economic defense would fill several pages of solid type. It 
would include the Treasury, with its power to freeze the 
assets of foreign governments and their nationals, and its 
stabilization fund, which was used to aid China and Latin 
American governments in solving their exchange problems. 
It would also include the Export-Import Bank, the Rubber 
Reserve Company and the Metals Reserve Company, which are 
buying strategic materials vital to the defense program, the 
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Maritime Commission, which has wide powers over shipping, 
and many others. But the names on the list are less important 
than the fact that through this new machinery in the summer 
of 1941 we were beginning to mobilize the economic power 
of America, and to use that power to support a positive 
political program. 

How were we using the power? To find the answer we must 
look at some of the things the United States has been doing 
in Latin America, in Canada, and on the outer line of defense. 


THE LATIN AMERICAN FRONT 


If we are to be quite frank with ourselves, we must confess 
that our economic program in Latin America was sometimes 
confusing. The Good Neighbor Policy had gone a long way 
toward removing the suspicions of our southern neighbors, and 
much solid progress had been made at the Pan American 
Conferences held at Buenos Aires (1936) and Lima (1938). 
After the outbreak of war in Europe, in 1939, the Foreign 
Ministers of the twenty-one republics met at Panama and 
organized an Inter-American Financial and Economic Advisory 
Committee, which was to sit in Washington for the duration of 
the war. This group recommended many valuable measures 
‘for meeting the special problems created by the war. It drew 
up the charter for a Pan American Bank, and launched a project 
known as the Inter-American Development Commission, to 
encourage new lines of production in Latin America.1 The 
Commission included both Latin Americans and North Ameri- 
cans. But as far as the United States was concerned, there was 
some confusion about just what ought to be done. 


1For a summary of these projects, see Headline Book No. 28, Challenge 
to the Americas, by John I. B. McCulloch. 
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WORKING IN THE DARK 

One of the big difficulties was the uncertainty about the con- 
ditions we should plan to meet. Should we base our plans on 
the assumption that Germany would control the Continent of 
Europe, or on the premise that Britain, with American aid, 
would be victorious? After the fall of France, it looked as 
though Germany might succeed in dominating the entire Con- 
tinent, and setting up a powerful economic bloc hostile to the 
United States. It was then that we advanced such bold ideas 
as the so-called “cartel” plan, under which an Inter-American 
Trading Corporation would buy up all of the export products 
of the continent. It was argued that only by pooling their 
resources could the nations of the Western world bargain on 
equal terms with a united Europe under Nazi rule. But the 
cartel plan presented formidable difficulties and frightened 
many policy makers in Washington. When Britain showed no 
sign of surrendering to Hitler, it was quietly shelved. 

There were other differences of opinion about what 
should be done in Latin America, One school of thought held 
that we should try to develop products—like rubber, manila 
hemp, and other tropical commodities—which would not com- 
pete with our own agricultural surpluses, and which we now 
import chiefly from the Far East. Thus we should help our- 
selves at least toward a regional self-sufficiency. If what we 
wanted was regional self-sufficiency, there was logic in this 
argument. But many Americans still proclaimed the ideal of 
reciprocal world trade, with which walling ourselves off in the 
Western Hemisphere would be quite incompatible. Another 
group argued that we could not really help Latin America 
to achieve economic independence from Europe unless we 
made some sacrifices ourselves and allowed competing agricul- 
tural products from the southern republics to enter the U. S. 
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POSITIVE ACTION 
Despite these differences, however, we have begun to take posi- 


tive action to meet both the emergency and the long-term 
problem. Here is a rough breakdown of the projects under way 
in the summer of 1941. 


I. Emergency measures to provide temporary relief: 


3- 


Loans and credits by the Export-Import Bank to 
help Latin American governments stabilize their 
currencies and secure foreign exchange. 
Large-scale purchase of strategic materials, such as 
tin from Bolivia, antimony from Mexico, tungsten 
from Bolivia and Argentina, and manganese from 
Brazil and Cuba. 

Agreements fixing import quotas for such surplus 
Latin American crops as coffee, cacao and cotton. 


II. Long-term projects to strengthen permanent economic 


relations. 


74 


Trade agreements, to increase inter-American 
commerce. 

Development in Latin America of new products 
like rubber and hemp. 

Development of new local industries in Latin 
America and encouragement of industrialization. 
Diversification of agriculture to strengthen the 
economy of “one-crop” countries. 


. Development of transportation—highways, rail- 


ways, airways. 

Exchange of technical experts. 

Loans and long-term development projects. 
Cultural cooperation by exchange of students, pro- 
fessors, publications, musicians, and so on. 


Practical results from the emergency program began to ap- 
pear early in 1941. Trade figures between the United States and 
the other American republics gave significant evidence of the 
effective implementation of the Good Neighbor Policy. The 
figures showed that during the first five months of 1941 the 
United States had purchased $434,500,000 worth of goods— 
almost as much as we did during the whole year of 1938. In the 
month of April alone Latin America sold more than $100,000,- 
ooo worth of goods to this country. As Mr. Nelson Rockefeller 
pointed out, this was at the rate of $1,200,000,000 a year, or 
more than double the dollar value of Continental Europe’s nor- 
mal purchases from Latin America. 

Late in 1940, we signed an agreement with Bolivia calling 
for the annual purchase of 18,000 tons of tin ore over a five- 
year period. Although there were no tin smelters in the 
United States at the time, the Metals Reserve Company worked 
out an agreement with several companies to establish smelters 
capable of handling this amount of ore. 


FINANCIAL ASSISTANCE TO LATIN AMERICA 
In the development of these short-term and long-term projects 
an increasingly important role was played by the Export-Im- 
port Bank. Originally created in 1935 to stimulate United States 
exports, the scope of the Bank’s operations was broadened in 
1940 “to assist in the development of the resources, the stabili- 
zation of the economies, and the orderly marketing of the pro- 
ducts of the countries of the Western Hemisphere.” By 1941, 
the Bank had extended loans amounting to more than $186,- 
000,000 to some sixteen Latin American countries. Some of 
these loans were to finance industrial development in Latin 
America. For example: the Bank advanced $20,000,000 to Brazil 
for the construction of the largest steel mill in South America. 


75 


| 
‘ 
j 
| 
| 
j 
| 


Another loan to the Chilean Fomento Corporation was being 
used to develop hydroelectric resources and other industrial 
facilities which would benefit the economy of that country. 
Still another loan advanced $7,000,000 to the central railroads 
of Brazil for railroad cars and equipment to be furnished by 
American manufacturers. 

Many other agencies of the government were cooperating in 
various ways. Experts sent out by the Department of Agricul- 
ture were helping Latin American countries to diversify their 
agriculture and develop new products for the North American 
market. Geologists from the United States Bureau of Mines 
were making careful surveys of the mineral resources of the 
continent. 


CULTURAL COOPERATION 

Cultural cooperation was not neglected. Mr. Rockefeller’s 
office, working in cooperation with the State Department Divi- 
sion of Cultural Relations, was arranging for distinguished 
Latin Americans to visit the United States and for the exchange 
of students and teachers. In 1941 three groups of paintings by 
United States artists were on tour in Latin America. Two dis- 
tinguished United States orchestras had played in the principal 
South American cities, and American publications like The 
Reader’s Digest and Time were circulating throughout the con- 
tinent. Not long after the Reader’s Digest started its Spanish 
edition, the circulation in Latin America was more than 300,000 
copies. In cooperation with the Pan American Sanitary Bureau, 
the Coordinator’s Office arranged for special interneships in 
United States universities, hospitals, and clinics for outstanding 
graduates of medical schools in the other ican republics. 

All this was evidence of the zeal and earnestness behind a 
program hardly more than a year old. In some respects, how- 
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ever, our enthusiasm was greater than our understanding. A 
high-pressure advertising campaign launched in the press of 
Latin America backfired, with results which did not increase 
the prestige of the United States. . 


COUNTERING AXIS PROPAGANDA 

In still other ways the United States moved to strengthen its 
position in the Western Hemisphere. The activity of hostile 
Axis forces in Latin America brought swift countermeasures 
from Washington. Early in 1941, the Departments of State and 
Commerce, in cooperation with the Coordinator’s Office, 
undertook an investigation of the representation of business 
firms in South America. It was found that many representatives 
were hostile to the United States and were seeking to obstruct 
‘United States foreign policy. On July 17, after long and inten- 
sive investigations, President Roosevelt issued a proclamation 
making public a “blacklist” of 1,800 Latin American firms and 
individuals deemed to be acting in the interest of Germany or 
Italy. In effect, the proclamation served formal notice that the 
United States would use its financial and economic power to 
combat the activities of any person or company engaged in 
business with the European Axis powers. 

The list—officially described as “The Proclaimed List of Cer- 
tain Blocked Nationals”—served two immediate purposes. In 
the first place, it was used to shut off all trade with such Axis- 
dominated firms by widening the scope of existing export con- 
trols. The shipment of several thousand articles covered by the 
Export Control Act was prohibited to persons named on the 
list. Secondly, it enabled the United States Treasury to treat 
persons on the list as though they were citizens of Germany 
or Italy, thus extending the ban of financial transactions covered 
in a general freezing order issued a month before by the 
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President. While some protests came from the business groups 
with European connections, the general response throughout 
Latin America indicated a desire to collaborate with the United 
States in strengthening Hemisphere bonds. 


CANADIAN-AMERICAN COOPERATION 


In North America, the relations between Canada and the 
United States afford another example of far-reaching coopera- 
tion. The two countries reached a working agreement fairly 
early in the war, despite the fact that Canada was an active 
belligerent while the United States was technically neutral. 

Canada has always been included within the Monroe Doc- 
trine—at least by implication. Even before the war the United 
States had pledged itself to support its North American. 
neighbor in case of attack. In a famous speech at Kingston, 
Ontario, in 1938, President Roosevelt had declared that the 
United States would “not stand idly by” if Canada’s soil were 


threatened. 


TWO IMPORTANT AGREEMENTS 


Two agreements reached between President Roosevelt and 
Prime Minister Mackenzie King of Canada honored this earlier 
pledge. The first, known as the Ogdensburg Agreement, was 
reached on August 18, 1940. It set up a Joint Defense Board to 
consider military, naval, and air problems relating to the defense 
of the northern half of the Western Hemisphere. The second 
agreement, drafted at President Roosevelt’s home in Hyde 
Park, New York, on April 20, 1941, set up machinery for closer 
economic cooperation between the two countries. It declared 
that “in mobilizing the resources of this continent each country 
should provide the other with the defense articles which it is 
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best able to produce, and, above all, produce quickly, and 
that production programs should be coordinated to this end.” 

These two agreements complemented each other and in 
effect constituted one general agreement. In the opinion of 
many observers, however, the Hyde Park accord was the most 
important development in Canadian-American relations since 
the war began. A Material Coordinating Committee was set 
up to facilitate the purchase and exchange of raw material 
supplies, while a Joint Economic Committee was to plan a 
more efficient use of the combined resources of the two coun- 
tries. The work of the Economic Committee, however, was 
not limited to emergency war problems. The second of its 
two major functions was to study and report on the possi- 
bilities of “reducing the probable post-war economic disloca- 
tion consequent upon the changes which the economy in each 
country is presently undergoing.” 


CANADA'S FINANCIAL PROBLEM 

Many formidable problems confronted these new economic 
bodies. Carrying on a war effort greater in proportion to her 
population and resources than ours, Canada was under a heavy 
economic strain. She found it especially difficult to balance 
her accounts with the United States, as her imports from 
this country under the war program greatly exceeded her 
exports to us. Under the Hyde Park agreement, however, it 
was hoped that during the next twelve months Canada could 
supply the United States with between two hundred and three 
hundred million dollars worth of defense articles. Although 
this would be only a small fraction of the total defense pro- 
gram of the United States, it would go far toward securing 
for Canada the dollar exchange she needed to pay for her 
purchases from us. 
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Canada, herself, did not receive lend-lease aid. The United 
States, however, helped Canada indirectly by “lend-leasing” to 
Britain the raw ingredients of goods being manufactured in 
Canada for Great Britain. Under this arrangement Canada did 
not have to pay for such materials from the United States. 

Perhaps the most important result of the Hyde Park agree- 
ment was the fact that Canada was selling to the United States 
larger and larger quantities of war goods, Canadian production 
of aluminum and nickel was stepped up rapidly to meet 
United States’ needs. Canada was also sending the United States 
a wide range of manufactured war supplies such as Bren guns, 
corvettes, and other small ships. To facilitate these purchases a 
bill was introduced in Congress authorizing United States 
government agencies to import “duty free” anything they 
needed for defense purposes. 

Confronted with such pressing emergency problems, it was 
not surprising that officials of both countries pushed the larger 
economic issues into the background; nevertheless, it was sig- 
nificant that the Canadian-American economic committees 
were officially instructed to work on post-war economic prob- 
lems. This called for an ambitious and comprehensive attempt 
to plan for better integration of the two economies. 


CANADA’S MOUNTING WHEAT SURPLUS 
One long-term problem which called for immediate attention 
was the handling of the North American wheat surplus. In 
Canadian grain elevators early in 1940 were some 275,000,000 
bushels of wheat, to which the great harvest of that year added 
550,000,000 bushels, a record crop. Sales to all Canadian cus- 
tomers in 1941 did not promise to run to more than 200,000,000 
bushels, almost three-fourths of this going to beleaguered Brit- 
ain. In addition, Canada planned to use for food and seed 
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another 120,000,000 bushels. But there would still be on hand 
in the bins and on the farms some 530,000,000 bushels—enough, 
in terms of wheat exports in the years just before on war, to 
fill the entire world’s import requirement. 


The whole international wheat problem was under discussion 
in Washington during the summer of 1941. In suggesting a 
wheat conference, the United States Minister to Canada pointed 
out that it would be in accord with the purposes of the two 
governments to work toward a closer integration of the econ- 
omies of both countries.1 


ON THE OUTER LINE OF DEFENSE 


Our brief survey has touched on some of the ways in which 
America is mobilizing her great economic power. We have seen 
how the new machinery is operating in the United States, in 
Latin America, and in Canada. 

The same machinery, however, was also operating on the 
outer line of defense. Our new Economic Defense Board was 
cooperating closely with Britain’s Ministry of Economic War- 
fare to cut off vital sources of supply from the Axis powers. 
In Washington, new agencies were being set up to counter 
Axis propaganda throughout the world. The Federal Communi- 
cations Commission had begun to organize an elaborate “mon- 
itoring service,” which was recording and analyzing short-wave 
broadcasts from Berlin, Rome and Tokyo. Another group of 
experts was being organized by Colonel William Donovan, 
who had served as President Roosevelt’s special observer in the 
Balkans and the Near East during the winter of 1941. Charged 
with the task of gathering and coordinating information from 


*A forthcoming Headline Book by James Frederick Green will present 
a more: detailed survey of Canadian-American relations. 
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official and private sources, this group promised to become an 
important planning agency in the field of political warfare. 

Shortly after his message to Congress in January 1941, Presi- 
dent Roosevelt gave an indication of how he proposed to use 
political and economic weapons by sending Lauclin Currie, 
one of his administrative assistants, to China. Mr. Currie was 
an able economist, a technician who had come up through the 
research division of the Federal Reserve Board. His mission was 
to diagnose the financial ailments of the Chinese government, 
but his presence in Chungking produced political results which 
were far more tangible. For as emissary from the American 
democracy, Mr. Currie was able to strengthen Chinese morale 
and encourage united resistance to Japan. 

A similar purpose was served by Harry Hopkins’ missions 
to London and Moscow in the summer of 1941. Also signifi- 
cant was Washington’s changing attitude toward the “refugee” 
governments of Norway, Holland, Belgium, Poland, Czecho- 
slovakia, Greece, and Yugoslavia, and the “Free French” move- 
ment led by General de Gaulle. Although London had taken 
these governments under its wing, Washington was slower to 
recognize their importance as a potential fifth column in occu- 
pied Europe. But in February 1941 Anthony J. Drexel Biddle, 
Jr., was named United States Ambassador to the exiled Belgian 
government, and Minister to the exiled governments of the 
Netherlands and Norway, all then in London. After the pas- 
sage of the Lend-Lease Act, moreover, President Roosevelt 
reached an agreement with General Sikorsky, head of the 
Polish government-in-exile, under which American aid was 
extended to a Polish force to be trained in Canada. And some 
time later, Washington also accorded diplomatic recognition to 
the Czechoslovakian government headed by Edouard Benes in 
London. These moves, culminating in the historic meeting of 
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President Roosevelt and Prime Minister Churchill at sea in 
August 1941, clearly foreshadowed a political offensive to sup- 
port the diplomatic and economic offensive on the outer line. 

Thus by mid-1941, America was already beginning to act on 
the theory that the outcome of this worid conflict might not 
be determined by force of arms alone. The Administration in 
Washington was using political and economic weapons in 
somewhat the same way as early statesmen employed diplo- 
matic weapons in the revolutionary wars of the Napoleonic 
period. The hope was that by taking the diplomatic offensive, 
we could keep shooting war away from the Western Hemi- 
sphere, or at least postpone military action until we were better 
prepared for it. 
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IV. Looking Ahead 


As citizens of a free democracy, the American people still have 
differences of opinion about the best course to follow. Looking 
into the future, many Americans are troubled by questions 
which find no easy answer. Can we wage political and eco- 
nomic warfare without the risk of involvement in military 
war? Is it wise to assume that political and economic warfare 
will be sufficient to destroy Hitler and defeat the Axis? Do 
we take it for granted that Britain will be able to reconquer 
the Continent of Europe alone? If not, must we prepare to send 
a vast expeditionary force from America? If Hitler is even- 
tually destroyed—by force of arms or revolution—what then? 
Can we expect to come home and live in peace, or must we 
face the prospect of occupying Europe for years to come? 
- Finally, can we mobilize our great industrial machine for total 
war and afterwards for total peace, without so regimenting our 
whole economy that we shall lose our freedom in the process? 

Few of the stock answers seem convincing. The ready-made 
answer of many isolationists is that we should simply mind 
our own business and prepare to defend our territory “if and 
when” we are attacked. The facile answer of many interven- 
tionists is that we cannot even discuss a future peace until we 
have totally destroyed the forces of barbarism in the world. 
But many sincere Americans, who find themselves in neither 
camp, are still searching for better answers. 


OUR COMMON GROUND 
In the heat of debate, it is easy to magnify technical points of 
difference, and to ignore or discount the large area of agree- 
ment on fundamental principles. The area of common ground 
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is often larger than we realize. Today, we can well afford to 
look at some of the fundamentals on which the vast majority. 
of Americans are close to agreement. Here are a few major 
points on which we are beginning to agree. 

1. Whatever our differences, we are no longer passive or 
unconcerned about the outcome of the war. We know now— 
better than we did a year ago—that we cannot be indifferent to 
what happens in Europe and Asia. This is why we are spending 
some fifty billion dollars on the largest defense program in the 
history of the nation. This is why we are building a new army 
and a two-ocean navy. 

2. We know America must act, whatever course we follow. 
We must take positive action, regardless of whether we engage 
in shooting war in Europe or the Far East. Since the fall of 
France, the majority of Americans recognize the futility of 
passive defense based on the complacent philosophy of an 
ocean Maginot Line. Today we know that passive defense is 
no longer adequate, either in domestic or in foreign policy. 
Positive action is imperative if we want to speed the assembly 
lines for airplanes and armaments in Detroit, San Diego, Seattle 
and hundreds of other industrial centers across America. Posi- 
tive action is equally vital if we are to build a solid defense of 
the Western Hemisphere. 

3. There is also general agreement that no course now open 
tous is without risks. With the spread of total war, the danger 
of inaction may be even greater than the perils of action. We 
should not be likely to escape the risk of war if we allowed 
hostile powers to occupy strategic outposts of the Western 
Hemisphere. By taking positive action—as in the destroyer-base 
deal with Britain and the occupation of Greenland and Ice- 
land—we may forestall the danger of attack within the area of 
our vital interests. 
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4. We are confident of the moral strength of America and 
are determined to increase our military and economic strength. 
We still believe in the principles of liberty, tolerance and 
opportunity. We know that whatever comes, we must be 
strong and resolute. 

5. In the face of external danger, we have accepted the 
necessity for sacrifice. Many Americans have volunteered their 
services to the nation. Men and women in all walks of life are 
contributing their skills to the defense effort. They are pre- 
pared to pay higher taxes and to make personal sacrifices in 
order that freedom may prevail. 

These are some of the fundamentals which Americans accept 
today. But if we hope to preserve our security and our insti- 
tutions, we must do more than proclaim our faith in the prin- 
ciples of democracy. If America is to assume a responsible 
place in the world, we must profit from the mistakes of the 
past and offer a practical alternative for the future. 


ON THE HOME FRONT 
On the home front, we must recognize the need for a program 
of internal reconstruction looking beyond the immediate 
defense crisis. A leading objective of any social system worth 
preserving must be to raise the standard of living of its people. 
There has never been any lack of independence or initiative 
in America, and yet we have barely begun to enlist the poten- 
tial intelligence of our 132,000,000 people for the future. Many 
more Americans must be trained for the tasks of reconstruction 
at home and as specialists in world affairs. Without adopting 
Nazi methods, we can well afford to train young Americans 
in special fields where their knowledge will serve the ideals of 
democracy. As President Roosevelt wrote in a letter to the 
American College Publicity Association on August 11, 1941: 
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“Government and industry alike need skilled technicians today. 
Later we shall need men and women of broad understanding 
and special aptitudes to serve as leaders of the generation which 


must manage the post-war period.” 


CAN WE ESCAPE DICTATORSHIP? 

Our own and Britain’s experience suggest a partial answer 
to the question of how we can mobilize for total defense with- 
out becoming a dictatorship. Admittedly, under the stress of 
war, we are adopting numerous economic controls which are 
similar to those of the totalitarian states. Nor can we close our 
eyes to the fact that many of these controls may have to be 
retained after the war. Nevertheless, Britain’s example has 
shown that public control of the nature and extent of produc- 
tion does not necessarily mean the abandonment of private 
enterprise and liberty of thought, any more than a public road 
system and public traffic regulations mean the abandonment 
of privately produced automobiles and the freedom of the indi- 
vidual car-owner to drive where it pleases him within the 
system. 

The totalitarian states were driven to extreme regimentation 
partly, at least, by their lack of raw materials and resources. 
The United States, on the other hand, is fortunate in having an 
abundant supply of the necessities of life. In addition, it has a 
democratic tradition which already, through the general wel- 
fare clause in the Constitution, has enabled it to adapt its econ- 
omy to changing conditions without violence and without dic- 
tatorship. Our task is to see that whatever public controls are 
instituted are indeed for the general welfare, and not designed 
or perverted to serve the ends of special groups. Even though 
it must be used for new purposes, the democratic machinery 
can be kept well-oiled. 
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OUR RESPONSIBILITY AS A WORLD POWER 
In the wider field of world affairs, our own past experience 
teaches.us other lessons for the future. We ought to know now 
that we cannot shed the responsibility that goes with power. 
In our defense program today, we are paying the cost of our 
last futile attempt to wash our hands of our share of the task 
of maintaining the peace. At his conference with Prime Min- 
ister Churchill, President Roosevelt accepted the responsibility 
for certain basic principles of international conduct, set forth 
in the famous eight-point declaration which was broadcast 


after the conference. This declaration ran as follows: 


“The President of the United States of America and the 
Prime Minister, Mr. Churchill, representing His Majesty’s 
Government in the United Kingdom, being met together, 
deem it right to make known certain common principles in 
the national policies of their respective countries on which 
they base their hopes for a better future for the world. 

FIRST, their countries seek no aggrandizement, territorial 
or other; 

SECOND, they desire to see no territorial changes that do 
not accord with the freely expressed wishes of the peoples 
concerned; 

THIRD, they respect the right of all peoples to choose the 
form of government under which they will live; and they 
wish to see sovereign rights and self-government restored to 
those who have been forcibly deprived of them; 

FOURTH, they will endeavor, with due respect for their 
existing obligations, to further the enjoyment by all States, 
great or.small, victor or vanquished, of access, on equal terms, 
to the trade .and.to the raw materials of the world which are 
needed for their economic prosperity; 
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FIFTH, they desire to bring about the fullest collaboration 
between all nations in the economic field with the object of 
securing, for all, improved labor standards, economic adjust- 
ment and social security; 

SIXTH, after the final destruction of the Nazi tyranny, 
they hope to see established a peace which will afford to all 
nations the means of. dwelling in. safety within their own 
boundaries, and which will afford assurance that all the men in 
all the lands may live out their lives in freedom from fear and 
want; 

SEVENTH, such a peace should enable all men to traverse 
the high seas and oceans without hindrance; 

EIGHTH, they believe that all of the nations of the world, 
for realistic as well as spiritual reasons, must come to the 
abandonment of the use of force. Since no future peace can 
be maintained if land, sea or air armaments continue to be 
employed by nations which threaten, or may threaten, aggres- 
sion outside of their frontiers, they believe, pending the estab- 
lishment of a wider and permanent system of general security, 
that the disarmament of such nations is essential. They will 
likewise aid and encourage all other practicable measures. 
which will lighten for peace-loving peoples the crushing bur- 
den of armaments.” — 


It seems clear, then, that if we hope to find security in the 
world of the future, we. must prepare to make our contribu- 
tion toward it. We ought to know that we cannot 
lasting peace merely by seeking to restore the old balance of 
power. Whatever the outcome of the war—whether a‘stalemate, 
or the defeat of Germany accomplished with the aid of Amer- 
ica—the status quo of 1939 has gone for good. If we are to 
use the mighty strength of America to combat the “new order” 
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of Hitler in Europe and Japan in Asia, we shall need something 
more novel and compelling than the old slogans of self-deter- 
mination and international cooperation. If we expect the peo- 
ples of occupied Europe to resist Nazi domination, or the citi- 
zens of Germany to rebel, we must draw up a political and 
economic program offering them more real security and indi- 
vidual fulfilment than Hitler’s blueprint for the future. 


IN ANY EVENT... 

It should also be apparent by this time that isolation offers 
no escape from the necessity for economic planning on the 
international plane. Even within the limits of the Western 
Hemisphere, we should be faced with the need for formulating 
plans for social an economic reform. For in the event of a 
Nazi victory, we should have to compete with the economic 
power of an Axis-controlled Europe and Asia. We have been 
tempted to follow the road of imperialism in the past. In a 
world dominated by force, we should be under far greater | 
pressure to abandon the precepts of, the Good Neighbor and 
forget the principles of democracy. Such a course, however, 
would hardly be likely to achieve lasting peace or the loyal 
cooperation of the nations of the New World. 

We come back, then, to the realization that the hopes of 
many peoples rest on a strong America which has faith in the 
dynamic power of democracy, and the ability to translate that 

f faith into action. Only through loyalty to the principles of 
i liberty and tolerance, combined with an effort to provide real 
: opportunity for all, can we meet the challenge of despotism. 
And only through cooperation with other nations can we hope 
to achieve the political and economic conditions essential to 


peace and security. 
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